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PREFACE
This publication is the twentieth in a series produced by the Institute’s staff through use of
the Institute’s National Automated Accounting Research System (NAARS). Earlier publications
in the series are listed on the inside cover of this publication.
The purpose of the series is to provide interested readers with examples of the application of
technical pronouncements. It is believed that those who are confronted with problems in the
application of pronouncements can benefit from seeing how others apply them in practice.
It is the intention to publish periodically similar compilations of information of current inter
est dealing with aspects of financial reporting.
The examples presented were selected from over six hundred proxy statements stored in the
NAARS computer data base.
This compilation presents only a limited number of examples and is not intended to encom
pass all aspects of the application of the pronouncements covered in this survey. Individuals with
special application problems not illustrated in the survey may arrange for special computer
searches of the NAARS data banks by contacting the Institute.
The views expressed are solely those of the staff.
George Dick
Director, Technical Information Division
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SCOPE AND PURPOSE OF THE SURVEY

SEC REQUIREMENTS

The Securities Exchange Act of 1934 grants authority to the Securities and Exchange Com
mission to prescribe information to be included in proxy statements issued by corporations regis
tered with the Commission. Under recent SEC requirements, registrants have begun to disclose
in proxy statements two types of information that were not previously disclosed: (1) management
remuneration in the form of “personal benefits,” also called “perquisites;” and (2) various kinds of
services performed for a registrant by the independent auditor of its financial statements, and
their relative cost.
The requirement to disclose management perquisites is set forth in Interpretative Release No.
34-13872 (33-5856), issued on August 18, 1977, Interpretative Release No. 34-14445 (33-5904),
issued on February 6, 1978, and in Release No. 34-15380 (33-6003) amending Regulation S-K,
issued on December 4 , 1978. The requirement to disclose auditors’ services is set forth in Release
No. 34-14904 (ASR250) amending Schedule 14A, issued on June 29, 1978, and in Staff Accounting
Bulletin 25, issued on November 2, 1978.
All or part of each of the preceding five references are reproduced in the appendix to this
survey.
SOURCE OF ILLUSTRATIONS

The disclosure of auditors’ services and management perquisites in accordance with SEC
rules requires considerable judgement. Those who are confronted with problems in applying the
Releases to make such disclosures can benefit from learning how others are applying them in
practice. Accordingly, this publication presents extracts from recently issued proxy statements
that illustrate their apparent application.
The AICPA National Automated Accounting Research System (NAARS) was used to com
pile the information. The examples presented were selected from the proxy statements stored in
the computer data base; the proxy file is composed of companies listed by Fortune magazine.
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II

AUDITORS’ SERVICES

The SEC requires proxy statements to describe each professional service performed by the
registrant’s independent auditor during the year, and to state the percent relationship which the
fee for each nonaudit service bears to the audit fee (omitting the statement of amounts under 3%).
The proxy statement must indicate whether all the services were approved by the board of
directors or audit committee, and whether the possible effect of the nonaudit services on the
independence of the auditor was considered.
The proxy statements of 485 companies selected from NAARS were analyzed to determine
the percentage relationship which the aggregate of the fee for all nonaudit services bear to the
audit fee. The fee for nonaudit services ranged from 0% to 515%, and the results of the analysis
follow:
Percent Range of
Nonaudit Fees
0— 9
10— 19
20 — 29
30 — 39
40 — 49
50 — 59
60 — 69
70 — 99
100 — 149
150 — 515
TOTAL

Companies
Number
Percent
110
22.7
155
32.0
95
19.6
56
11.6
18
3.7
16
3.3
16
3.3
7
1.4
7
1.4
5
1.0
485
100.0
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Fifty examples are presented of the disclosure of auditors’ services in proxy statements. The
examples are classified according to the percentage relationship which the aggregate of the fee for
all nonaudit services bear to the audit fee.

0% TO 9%
COMBUSTION EQUIPMENT ASSOCIATES, INC.
Selection of Independent Certified Public Accountants
The Corporation’s consolidated financial statements and certain individual financial statements of
domestic and foreign subsidiaries for the fiscal year ended March 31, 1979, were examined by [name
omitted], independent certified public accountants. In connection with the audit function, [name
omitted] also reviewed the Corporation’s annual report and its filings with the Securities and Ex
change Commission, reviewed certain covenants of the Corporation’s debt and preferred stock
agreements and provided consultation in connection with various accounting matters.
In addition, [name omitted] provided other professional services at fees which aggregate six
percent of the fees for audit function services. Such other services, which individually did not exceed
three percent of audit services, relate principally to assistance in the preparation of state and foreign
tax returns, consultation with respect to Internal Revenue Service examinations and examination of
the financial statements of the Corporation’s Profit-Sharing Plan.
All professional services rendered by [name omitted] were furnished at customary rates and
terms. After such services were rendered, the Audit Committee of the Board of Directors, consisting
of Messrs. Eugene A. Cernan, Henry L. Diamond and Charles M. Karp, determined that the nonaudit
services did not impair the independence of [name omitted] in the performance of its audit services.
• • • •

GENERAL PUBLIC UTILITIES CORPORATION
2—Ratification of Selection of [Name omitted] as Independent Auditor fo r the Year 1979
• • • •
The services rendered by [name omitted] for the year 1978 included examinations of, and reports
upon, the individual and consolidated financial statements of the Corporation and subsidiaries for the
year ending December 31, 1978 included in the annual reports to stockholders and registration
statements of the various companies, and the financial statements and related schedules filed annually
with the Securities and Exchange Commission. They also reviewed, but did not audit, the quarterly
reports of the Corporation. They also made such examinations as are necessary to report upon
compliance with the accounting requirements of the Federal Energy Regulatory Commission of cer
tain financial statements and schedules included in the reports required to be filed annually with that
Commission by the subsidiary companies. Also, they examined the 1978 financial statements of the
various pension plans of the Corporation’s subsidiaries to be included in reports required to be filed
with the Department of Labor, and the 1978 financial statements of the Tax Reduction Act Employee
Stock Ownership Plan of the Corporation and subsidiaries. In the view of the Corporation, all the
foregoing services were a part of the audit function. It is intended that the services to be rendered in
1979 will be similar to those rendered in 1978.
• • • •
GREAT ATLANTIC & PACIFIC TEA COMPANY, INC.
Auditors
• • • •
Audit services performed by [name omitted] for 1978 included examinations of the financial
statements of the Company and its subsidiaries, limited reviews of interim financial information,
services related to filings with the Securities and Exchange Commission and consultations on matters
related to accounting and financial reporting. Fees for non-audit services were approximately 4% of
audit fees. Non-audit services for which fees were 3% or more of audit fees related to Pension Plan and
Thrift Plan audits (approximately 3% of audit fees). Fees for other non-audit services related to
review and assistance relating to the preparation of tax returns, accounting advisory, and other
services. Each professional service was either approved in advance, or was subsequently ratified, and
the possible effect on the auditors’ independence was considered, by the Audit Review Committee of
the Board of Directors.

£

4

MEDIA GENERAL, INC.
Ratification of Appointment of Independent Accountants
••••

Audit services of [name omitted] for 1978 include a portion of the examination of the Company’s
consolidated financial statements as of December 31, 1977, examination of the Company’s retirement
and thrift plans and services related to 1978 filings with the Securities and Exchange Commission.
Also included is preliminary work on the examination of the Company’s financial statements as of
December 31, 1978, review of interim quarterly reports in 1978 and consultation in connection with
various audit related accounting matters.
Fees for non-audit services provided by [name omitted] in the aggregate constitute 3.1% of the
fees for audit services and such services consist of advice and consultation related to federal and state
income tax matters and an acquisition investigation. None of these items constitute as much as 3% of
fees for audit services.
The Board of Directors of the Company approves annually the engagement of [name omitted] to
perform all audit services, subject to ratification by the Class B Stockholders. The Audit Committee
at its March 22, 1979 meeting approved all services which had not been previously approved and
determined that the non-audit services performed in the year ended December 31, 1978 did not affect
the independence of [name omitted].
THE TELEX CORPORATION
Independent Public Accountants
••••

During fiscal 1979, the Company engaged [name omitted] to render certain non-audit professional
services. The aggregate fees billed by [name omitted] for those services amounted to 9% of the audit
fees for the 1979 fiscal year. These non-audit professional services consisted of consultation on tax
planning, audit and consulting services related to employee retirement and benefit plans and assis
tance in income tax matters. Fees billed for tax planning were 4.5% of audit fees. Fees billed for
examination and report on financial statements of the Company’s benefit plans described above were
3.7% of audit fees.
For the purpose of computing the percentage relationship of fees for non-audit services to audit
fees, audit fees should include fees for (i) the examination of annual financial statements, (ii) limited
review of unaudited quarterly financial information, (iii) reports on debt compliance, (iv) acquisition or
divestiture consultation, (v) accounting consultation, (vi) review of internal controls and (vii) assis
tance and consultation in connection with the filing of registration statements under the Securities Act
of 1933, as amended, and periodic reports under the Securities Exchange Act of 1934, as amended.
The appointment of an independent public accounting firm to provide audit services is approved
annually by the Board of Directors. While neither the Audit Committee or Board of Directors of the
Company approved, or considered the possible effect on the independence of [name omitted] of, the
provision of the non-audit services described above before they were rendered, the committee sub
sequently approved the provision by [name omitted] of all such services and concluded that the
provision of such services had not and would not impair the independence of [name omitted].
••••

10% TO 19%
ENVIROTECH CORPORATION
Approval of Auditors

Relationship with Auditors
In addition to those services related to the audit functions, [name omitted], provided certain
non-audit related professional services during the fiscal year ended March 31, 1979. The fees paid for
these non-audit services equalled 12.2% of audit fees. The non-audit services included review of tax
returns and miscellaneous tax services, the total fees for which were 5.8% of the total audit fees. In
addition, such services included (i) audits of employee benefit plans, (ii) tax services provided to
Company executives, and (iii) other services; the fees for each such category were less than 3% of the
total audit fees.
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For the purpose of the computation of the percentage relationship of fees for non-audit services to
the audit fees, audit fees include fees for the examination of annual financial statements, reviews of
unaudited quarterly financial information, assistance and consultation in connection with required
Securities and Exchange Commission filings, attendance at Audit Committee meetings and consulta
tion in connection with various accounting matters.
The Board of Directors approved such non-audit services and considered the possible effect of
such services on the independence of the accountants prior to the time the services were rendered.
The non-audit services provided by [name omitted] during the fiscal year were at customary rates and
terms and there exists no understanding or agreement that places a limit on current or future years’
audit fees.
FEDDERS CORPORATION
Relationship with Independent Public Accountants and A u d it Committee

[Name omitted], the auditors proposed to be recommended for retention, have no direct financial
interest, nor any material indirect financial interest in the Corporation, nor did they have any connec
tion during the past three years with the Corporation in the capacity of promoter, underwriter, voting
trustee, director, officer or employee. During the fiscal year ended October 31, 1978, such firm’s
services to the Corporation included certain non-audit professional services. A description of each of
these services, together with the percentage relationship of the fees for each such service to the audit
fees paid to such firm during 1978, is as follows:
Description of Non-Audit
Percentage of Total
Professional Services
Audit Fees
Assistance with respect to Airtemp Acquisition................................................
5%
Other services, each individually under 3%, included pension plan audits and
assistance in tax examinations and other related tax m atters...................
5%
Aggregate of Non-Audit Professional Services.................................................
10%
For the purpose of the computation of the percentage of fees for non-audit professional services to
the audit fees, audit fees include fees for (1) the examination of annual financial statements, (2)
consultations related to unaudited quarterly financial information, (3) assistance and consultation in
connection with filings with the Securities and Exchange Commission and with various other gov
ernmental and regulatory agencies, and (4) consultation in connection with various audit-related
accounting matters.
The appointment of auditors is recommended annually by the shareholders to the Board of
Directors based on initial recommendation by the Board. The decision of the Board of Directors is
based on the recommendation of the Audit Committee. In making its recommendation, the Audit
Committee has historically reviewed both the audit scope and estimated audit fees for the coming
year. In addition, the Audit Committee reviewed the fiscal 1978 non-audit services described above
and has concluded that they have not impaired the independence of the accountants.
••••

INTERCO INCORPORATED
Independent Accountants

During fiscal year 1979 the Audit Committee of the Board of Directors continued the engagement
of [name omitted], certified public accountants, [name omitted] as the independent accountants of the
Company, which engagement was ratified by the stockholders during the annual meeting on June 19,
1978. Further, the Audit Committee approved in advance the audit and non-audit professional ser
vices provided to the Company by [name omitted] during and with respect to fiscal year 1979, and
determined that the performance of the non-audit services would not adversely affect the audit
independence of [name omitted]. Included in audit services are the annual audit, limited reviews of
interim financial statements, services performed in connection with the registration of securities or
other regulatory filings and other examinations. Included in non-audit services are: (1) assistance in
connection with various corporate tax questions and (2) examination of financial statements, other
reports and regulatory filings of employee benefit plans. During fiscal year 1979 the percentages of the
professional fees paid by the Company to [name omitted] with respect to tax questions and employee
benefit plans were 3.7% and 10.2%, respectively.
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PHILIPS INDUSTRIES, INC.
Ratification o f Appointment of Auditors
••••

In addition to the audit of the fiscal 1979 financial statements, the Company engaged [name
omitted] to perform certain other services. Fees for non-audit services approximated 18% of audit fees
and consisted of: audits of employee benefit plans which amounted to 6% of audit fees; assistance in tax
authority examinations, 9% of audit fees; and executive tax planning and return preparation, 3% of
audit fees. In computing the percentage relationship which the fees for non-audit services bear to
audit fees, the following services are included with audit fees: examination of annual financial
statements; review and consultation connected with filings of annual reports and registration
statements with the Securities and Exchange Commission; consultation on financial accounting and
reporting matters; and meetings with the Audit Committee.
The Audit Committee has approved the scope of audit services performed by [name omitted], and
has considered the possible effect that performing non-audit services might have on audit indepen
dence. Further, [name omitted] has informed the Audit Committee that in accordance with profes
sional standards, it will not perform any non-audit service which would impair its independence for
purposes of expressing an opinion on the Company’s financial statements. The Audit Committee
believes that the non-audit services offered by [name omitted] do not affect its role as the Company’s
independent auditor and, accordingly, it has not considered it necessary to approve individual non
audit services provided.
••••

TRINITY INDUSTRIES, INC.
Relationship with Independent Public Accountants
••••

During fiscal year ended March 31, 1979, [name omitted] performed audit services consisting
primarily of the annual examination, limited quarterly reviews of financial statements, services in
connection with filings with the Securities Exchange Commission, consultation relating to inventory
accounting and to internal accounting controls, interpretation of accounting principles, meetings with
the audit committee, and various other accounting matters. In addition, [name omitted] performed
certain other professional services. Fees for non-audit services approximated 13.2% of audit fees and
consisted of (i) corporate tax consultation, tax compliance advice, miscellaneous federal income tax
matters (all aggregating 4.1%), (ii) audit of pension trusts (6.7%) and consultation regarding account
ing for leases (2.4%). All such services were rendered at customary rates and terms. There are no
understandings or agreements between the Company and its independent auditors which limit the
amount of current or future years’ audit fees.
As mentioned above, the Company has an audit committee. This committee approved in advance
the audit services rendered by [name omitted]. The committee did not approve in advance the other
professional services rendered by the independent auditors; however the committee has subsequently
reviewed and approved such services. The committee has also concluded that the performance of all
such services were rendered in independence as required by the American Institute of Certified
Public Accountants.

20% TO 29%
THE BIBB COMPANY
Selection of Independent Public Accountants
• • • •

During the fiscal year 1979, the Company utilized [name omitted] services in connection with the
audit function which included reviews of quarterly and annual financial statements, filings with the
Securities and Exchange Commission, and meetings with the audit committee of the Board of Direc
tors. In addition, the following non-audit professional services during the fiscal year were approved by
the Board of Directors, after determining that they should not affect the independence of the auditor:
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Non-audit professional services
rendered by [name omitted]
1) Review of the Federal income tax return
2) Consultation in connection with the examination of the Federal
income tax returns by the Internal Revenue Service for the
years 1974 through 1977
3) Examination of the financial statements of The Bibb Company
Retirement Plans for Hourly and Salaried Employees
Total

Percentage relationship
each non-audit service
bears to the audit fee
3.9%

10.6
6.7
21.2%

GENERAL FOODS CORPORATION
2. Ratification of Appointment of Independent Accountants

During fiscal 1979, as ratified by the stockholders last year, the Corporation engaged [name
omitted] as their independent accountants in connection with the examination of the financial
statements of the Corporation and its subsidiaries, the review of filings with the Securities & Ex
change Commission, consultation and assistance related to the financial aspects of certain contractual
arrangements, and the review of various tax and accounting matters.
[Name omitted] provided professional services of a non-audit nature, the total cost of which
approximated 25% of the cost of audit services. Such non-audit services and the cost as approximate
percentages of audit services included: (1) audits of retirement and other employee benefits plans—
5%; (2) consultation and assistance regarding Corporate tax planning matters and reviews prior to
filing of various Corporate tax returns—7%; (3) preparation and advice concerning certain expatriate
executive and employee income tax returns—3%; (4) consulting and accounting services in connection
with a proposed acquisition—6%; and (5) other miscellaneous services—4%, none of which individually
exceeded 3% of audit services.
Each professional service was approved in advance or was subsequently approved by the Audit
Committee, who concluded that the performance of such services would not affect [name omitted]
independence.

GENERAL MILLS, INC.
Item No. 2 Selection of Auditors
••••

During the fiscal year ended May 27, 1979, the audit fees of [name omitted] included charges for:
(i) examination of annual financial statements; (ii) limited reviews of quarterly financial information;
(iii) assistance and consultation in connection with filings for various U.S. and foreign governmental
and regulatory agencies; (iv) examination of the financial statements of acquired companies; (v) audits
of employee benefit plans; and (vi) consultation in connection with various audit-related accounting
matters.
Certain non-audit professional services were also rendered by [name omitted] during fiscal 1979.
The percentage relationship of the total non-audit fees to the total audit fees paid during fiscal 1979
was 22 percent. These non-audit services, and the percentage relationship of the fees to the total audit
fees are as follows: assistance to the Corporation in the Federal Trade Commission’s cereal antitrust
proceedings (10%), audits of acquisition candidates that were not acquired (6%), tax research and
planning (4%), and other miscellaneous services (2%), including the employment of temporary ac
counting personnel, assistance with minor lawsuits and consultation in connection with foreign
accounting-related laws.
The Audit Committee of the Board of Directors reviews the audit scope and fees of [name
omitted]. In addition, the Audit Committee reviewed, at its November 27, 1978 meeting, the fiscal
1979 non-audit services described above and concluded that these services would not impair the
independence of the accountants.
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PETTIBONE CORPORATION
Auditors
••••

During the past fiscal year [name omitted] rendered certain non-audit professional services to the
Company including audit and review of employee benefit plans, assistance with federal and state
income tax examinations, and assistance with the development of a manufacturing cost system at one
of the Company’s subsidiaries. These non-audit services amounted to 3.9%, 3.6%, and 14.1% respec
tively, of fiscal 1979 audit fees.
The Audit Committee approves in advance the scope of the audit and recurring non-audit services
to be performed by such accountants. Other non-audit services are approved by management and are
subsequently reviewed by the Audit Committee. The Audit Committee and the Board of Directors
believe that the non-audit services rendered by [name omitted] were appropriate and did not affect
their independence.
••••

SCOTT FORESMAN AND COMPANY
Ratification of Appointment of Independent Public Accountants
••••

During the last fiscal year, audit services which [named omitted] performed for the Company
included an examination of the annual consolidated financial statements, limited review of unaudited
quarterly financial statements, assistance and consultation in connection with the filing with the
Securities and Exchange Commission of the Annual Report on Form 10-K and Registration Statement
on Form S-8, and consultation in connection with various related accounting matters.
The following table sets forth a description of non-audit services performed by [name omitted]
during the last fiscal year, together with the percent which the fees for such non-audit services bear to
total audit fees:

Description of Non-Audit Service
Examination of financial statements of the Company’s pension and profit sharing
plans..............................................................................................................................
Computer system evaluation study for South-Western Publishing Company...........
Accounting consultation and expert testimony in connection with lawsuit................
Review of income tax returns..........................................................................................

Percent of
Audit Fees
11%

7%
7%
1%

26%
The Audit Committee had approved in advance the engagement of [name omitted] to perform
audit services. At its December 13, 1978 meeting, the committee adopted a resolution requiring prior
approval by the committee of any future non-audit work for which the fees would exceed $25,000. The
Audit Committee has concluded that non-audit services performed by [name omitted] during the past
fiscal year could not reasonably be expected to affect the independence of the firm in connection with
the performance of its examination of the Company’s annual consolidated financial statements.

30% TO 39%
CALIFORNIA PORTLAND CEMENT COMPANY
Independent Auditors
••••

During fiscal year 1979, [name omitted] performed the annual accounting audit of the Company
and its consolidated subsidiaries; audited the Company’s Salaried Employees Savings Plan and vari
ous pension plans; reviewed applicable federal and state income and franchise tax returns for the
Company and its consolidated subsidiaries; and provided the Company with tax research and advice
regarding the effect of certain provisions of federal and state tax laws and regulations as they affected
the operations and nonoperating activities of the Company and its consolidated subsidiaries. The fees
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for all services other than those associated with the annual audit equalled approximately 30 per cent of
the audit fees, as follows: Auditing services for the Company’s savings and pension plans, 8 per cent;
review of tax returns, 15 per cent; and tax-planning advice and research, 7 per cent.
The Audit Committee has reviewed the scope of services generally offered by [name omitted] and
has considered the possible effect that performing such services might have on audit independence.
Further, [name omitted] has informed the Audit Committee that in accordance with professional
standards it will not perform any nonaudit service which would impair its independence for purposes
of expressing an opinion on the Company’s financial statements. The Audit Committee believes that
the nonaudit services offered by [name omitted] do not affect its role as the Company’s independent
auditor. All audit and nonaudit services provided by [name omitted] were approved by the Audit
Committee prior to the performance thereof.
FRUEHAUF CORPORATION
Proposal to Approve the Appointment o f Independent Public Accountants
••••

The Audit Committee of the Board of Directors approved in advance the professional services
provided by [name omitted] for the year ended December 31, 1978, except for non-audit services. At
its February 14, 1979 meeting, the Audit Committee reviewed the nature of non-audit services
provided during 1978 and determined that all such services did not impair the independence of [name
omitted] in the performance of its audit.
Audit services include the examination of the Company’s consolidated and various foreign statu
tory financial statements, reviews of filings with the Securities and Exchange Commission (“SEC”),
and consultation relating to new professional accounting and SEC pronouncements and related report
ing thereon.
Non-audit services performed for the Company on a world-wide basis for the year ended De
cember 3 1 , 1978 aggregated 31% of audit fees and included assistance in preparation of federal income
tax returns, approximating 4% of audit fees, assistance in international foreign tax matters ap
proximating 9% of audit fees and general consulting assistance in the area of systems planning and
data processing management approximating 5% of audit fees. Other non-audit services, no one of
which represents 3% or more of audit fees, include assistance in tax authority examinations of federal
and state income tax returns, research on various federal and state income tax matters, executive
financial counseling, obtaining rulings from the Internal Revenue Service, assistance in developing a
standard set of purchasing policies and procedures and miscellaneous other accounting matters. Simi
lar non-audit services for 1979 have been approved by the Audit Committee.
MODINE MANUFACTURING COMPANY
Independent Auditors
••••

During the last fiscal year, audit services which [name omitted] performed for the Company
included an examination of the annual consolidated financial statements, assistance and consultation in
connection with the filing of S-8 and 10-K Forms with the Securities and Exchange Commission, and
meetings with the Audit Committee of the Board of Directors. Fees for [name omitted] non-audit
services (as defined by the Securities and Exchange Commission) were 32.8% of the audit fee for the
last fiscal year. Fees for non-audit services as a percentage of the audit fees were: review of the
Company’s Pension Plans (23.6%), review of the Company’s state and federal tax returns (6.1%), and
review and opinion on the Company’s 1978 Incentive Stock Plan (3.1%). The Audit Committee of the
Board of Directors approved or ratified the above listed non-audit services during the performance of
such services after concluding that such services, and the fees therefor, would not impair the indepen
dence of [name omitted].
SPERRY RAND CORPORATION
2. Appointment of Independent Auditors
••••

During the fiscal year ended March 3 1 , 1979, [name omitted] rendered audit services in connection
with the examination of the annual financial statements, reviews of unaudited quarterly financial
information, assistance and consultation in connection with filings with the Securities and Exchange
Commission and with various other governmental and regulatory agencies, both inside and outside the
United States, and consultation in connection with various audit-related accounting matters. In addi
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tion, [name omitted] rendered nonaudit services, the fees for which amounted to 35% of the fees for
audit services, of which 25% was for fees in connection with tax services to expatriate employees and
4% was for fees in connection with the preparation of foreign subsidiaries’ tax returns and the
rendering of tax advice. Other nonaudit services, each of which constituted less than 3% of the fees for
audit services, primarily related to divestments, acquisitions and pension plan audits.
Each year the Audit Committee reviews and approves in advance the scope of the annual audit by
the Corporation’s independent accountants. Although the Committee is apprised of the nature and
cost of the nonaudit professional services provided by such accountants, neither the Committee nor
the Board of Directors has reviewed and approved in advance each such nonaudit service. The
Committee considered the possible effect on the independence of [name omitted] of their nonaudit
services and concluded that such services did not affect their independence.
••••

THE STANDARD PRODUCTS COMPANY
Other Matters
During the last fiscal year the Company engaged [name omitted], its independent public accoun
tant, to provide certain non-audit services, the fees for which amounted to 32% of fees for audit
services. A description of each of these services, together with the percentage relationship which the
related fees bear to the total audit fees paid or incurred during the past fiscal year, is as follows:

Description of Non-audit Services
Assistance in preparation and review of income tax retu rn s__
Services in connection with employee benefit p la n s...................
Review and documentation of Order Entry and Billing System
Assistance during Internal Revenue Service examinations......
General tax and accounting consultations....................................

Percentage of
Audit Fees
13%
9%
5%
4%
1%

Audit services for which fees were paid or incurred included the examination of annual financial
statements, limited review of unaudited quarterly financial information, review and consultations
regarding filings with the Securities and Exchange Commission, assistance with management’s evalu
ation of internal accounting controls and meetings with the Audit Committee.
All the non-audit services provided by [name omitted] were approved by the Company’s manage
ment. The Audit Committee subsequently approved such services.
The Audit Committee has reviewed on a regular basis the non-audit services requested by the
Company and provided by [name omitted] and believes that such services have not affected its role as
the Company’s independent public accountant. The Committee has not determined it necessary to
approve specifically each individual non-audit service prior to the rendering thereof or to consider
specifically the possible effect of each such service on the independence of [name omitted]. For the
Company’s current fiscal year, the Audit Committee has adopted a policy that it must be advised in
advance when aggregate fees for non-audit services are expected to exceed an amount to be deter
mined by the Committee.
••••

40% TO 49%
BOHEMIA, INC.
Independent Public Accountants
••••

[Name omitted] provided other professional services to the Company during the last fiscal year,
the aggregate fees for which were 44.4 percent of the fees for audit services. Such other services, and
the percentage relationships of the related fees to the audit fees, were as follows: (i) consultation on
tax planning and assistance with preparation of tax returns—19.7 percent; (ii) services related to
employee benefit plans, including plan audits, actuarial services, benefit plan design services and
preparation of ERISA reports—14.3 percent and (iii) services in connection with IRS examination of
tax returns for the fiscal years 1973-1976—10.4 percent. For purposes of computation of the percent
age relationships of fees for non-audit services to audit fees, audit fees include fees for: (1) examination
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of the annual financial statements, (2) assistance and consultation in connection with filing the annual
report on Form 10-K with the Securities and Exchange Commission and (3) consultation in connection
with various accounting and financial reporting matters.
The board of directors approved each professional service provided by [name omitted] during the
prior fiscal year and considered the possible effect of the performance of the service on the indepen
dence of the accountants. Although the board was generally aware of the non-audit services being
performed by [name omitted], formal consideration and approval occurred after the services were
rendered. The board of directors recently adopted procedures whereby prior to the engagement of
[name omitted] to provide any non-audit service in addition to those enumerated above, for which
estimated fees exceed $3,000, the approval of the executive committee or the board of directors is
required. As part of the approval process, consideration will be given to the possible effect of the
performance of such service on the independence of [name omitted] as auditors of the Company. This
approval is in addition to review by the Company’s audit committee.
CAPITAL CITIES COMMUNICATION, INC.
Relationship with Independent Public Accountants
••••

The professional services rendered by [name omitted] in 1978 related principally to the annual
audit of the consolidated financial statements of the Company, which include reviews of the unaudited
quarterly financial statements, reviews of financial and related information in connection with filings
with the Securities and Exchange Commission and consulting on matters relating to accounting and
financial matters.
Certain other services of a non-audit nature were also rendered and aggregated approximately
43% of the fee for audit services. The major non-audit services included tax planning and income tax
return preparation for executives included as compensation (19% of audit fees), audits of various
employee benefit plans (12%), consulting on tax planning (5%) and a review of a proposed investment
(4%). Other non-audit services related to recruitment advisory services and assistance in tax exam
inations.
At its October 1978 meeting, the Audit Committee of the Board of Directors approved both audit
and non-audit services performed by [name omitted] through September 30, 1978 and approved in
advance those services then expected to be performed after considering whether they would affect the
independence of [name omitted]. No such advance consideration had been given to services performed
prior to September 30, 1978.
CASTLE & COOKE, INC.
Election of Independent Accountants
[Name omitted] were the independent public accountants for the Company during the fiscal year
ended December 30, 1978. Services performed by [name omitted], were:
Audit Services
Examination of financial statements of the Company, its subsidiaries and related entities, includ
ing annual reports to shareholders, the Securities and Exchange Commission and others, and a limited
review of interim financial statements.
Non-Audit Services (aggregate fees were forty-five percent of audit services fee)
Consulting services in connection with the inventory management system (thirteen percent);
assistance in the preparation of foreign and domestic employee tax returns (thirteen percent); exam
ination of financial statements of companies considered for acquisition (seven percent); assistance with
various Company tax questions (six percent). Other non-audit services, each individually less than
three percent of the audit services fee, consisted of: review of a customer’s financial position; examina
tion of financial statements of Company employee benefit plans; recruiting service in connection with a
foreign financial position; and consultation services in connection with a cash management system.
The appointment of independent public accountants is recommended annually by the Board of
Directors and is subsequently submitted by them to the shareholders for approval. The decision of the
Board of Directors is, in turn, based upon the recommendation of the Finance & Audit Committee of
the Board of Directors. In making its recommendations, the Finance & Audit Committee has histori
cally reviewed both the audit scope and estimated audit fees for the coming year. In addition, the
Finance & Audit Committee reviewed the types of professional services provided by [name omitted]
and determined that the rendering of such services would not impair the independence of [name
omitted]. Based on such consideration, the Finance & Audit Committee has authorized Company
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management to utilize [name omitted] to provide such services when requested by management
without further approval from the Finance & Audit Committee unless the fee for any single non-audit
service exceeds a specified amount. In 1978, no single non-audit service exceeded this specified
amount.
••••

GERBER PRODUCTS COMPANY
Selection of Auditors
••••

During the fiscal year ended March 31, 1979, the Company engaged [name omitted] to provide
certain non-audit services in addition to the audit services. The aggregate fees for those non-audit
services were approximately equal to 48% of the fees for audit services. The fees for non-audit
services consisted of: audits of employee welfare benefit plans (20%); income tax consultation regard
ing corporate tax planning and Internal Revenue Service examinations (10%); preparation and review
of corporate tax returns (8%); assistance in evaluating potential acquisitions (9%); and other consulta
tion services (1%). The following services were included in audit services: examination of annual
financial statements; review and consultation regarding filings with the Securities and Exchange
Commission; limited reviews of unaudited quarterly financial information; and consultation on finan
cial accounting and reporting matters.
The Audit Committee of the Board of Directors approved all significant non-audit services pro
vided by [name omitted] and believes the engagement of [name omitted] to perform such services had
no effect on audit independence. In some instances approval occurred after the performance of the
services since the Securities and Exchange Commission had not issued its disclosure requirements
before the performance of such services.
The Audit Committee intends to approve future non-audit services, over specified dollar limits,
and to consider the effect that performing such services might have on audit independence before they
are provided by [name omitted]. The Audit Committee recommended that the Board of Directors
authorize management to engage [name omitted] to provide non-audit services for charges below such
limits. The Board of Directors has granted such authorization.
••••

HOLLY SUGAR CORPORATION
Ratification of the Reappointment of Independent Certified Public Accountants
••••

For the fiscal year ended March 31, 1979, [name omitted] performed the usual audit services
involved in the annual examination of the Corporation’s consolidated financial statements, including
review of quarterly consolidated financial statements and a review of systems of internal control and
consultation on matters of accounting and financial reporting. [Name omitted] was also engaged to
perform certain non-audit services, the fees for which in the agggregate amounted to approximately
45% of the audit fees. These services included a study and recommendations concerning the Corpora
tion’s accounting and electronic data processing systems (23% of audit fees), a project which was
approved in advance by the Audit Committee of the Board of Directors which also considered in
advance the possible effect of the project on the independence of such accountants. In addition, the
Audit Committee ratified in May 1979 non-audit services performed during the fiscal year ended
March 31, 1979 relating to special tax research (7% of audit fees), pension plan audits (6%) and review
of a proposed sale of assets (9%). In the Committee’s opinion, such engagements have not affected the
independence of [name omitted].
••••

50% TO 59%
H. F. AHMANSON & COMPANY
Independent Public Accountants
••••

[Name omitted] performs both audit and non-audit professional services for and on behalf of
Ahmanson and its subsidiaries. During 1978, the audit services included examination of the consoli
dated financial statements of Ahmanson, examination of the financial statements of subsidiaries of
Ahmanson and a review of certain filings with the Securities and Exchange Commission, including
registration statements filed by Ahmanson and Home Savings & Loan Association.
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During 1978, the fees paid to [name omitted] by Ahmanson and its subsidiaries for non-audit
services were 57% of the total fees paid for audit services. The following table sets forth certain
information concerning non-audit services, the fees for which individually exceeded 3% of the total
fees paid for audit services.

Description of Non-Audit Service
Study of compensation practices of Ahmanson and various of its subsidiaries....
Advice and assistance relating to State and Federal taxes on behalf of Ahmanson
and its subsidiaries................................................................................................
Executive Search.........................................................................................................
Actuarial services in connection with various employee benefit plans for Ahman
son and various subsidiaries of Ahmanson..........................................................

Percentage of
Audit Fees
21%

11.5%
10.4%
8%

Excluded from the table was similar information concerning the fees paid for non-audit services
performed in connection with the examinations of Ahmanson’s Retirement Income Plan, consultations
and preparation of Federal and State Tax returns for certain directors and key officers of Ahmanson
and a data processing systems review for certain subsidiaries of Ahmanson, since the fees for each
such non-audit service did not exceed 3% of the fees paid for audit services.
All professional services rendered by [name omitted] were furnished at customary rates and
terms. All professional services provided in 1978 by [name omitted] were reported to and received the
prior approval of, or were ratified by, the Board of Directors. As part of its approval process, the
Board of Directors considers whether the performance of the non-audit services could impair the
independence of [name omitted]. The Board of Directors has authorized Management to retain [name
omitted] for specific categories of non-audit services.
COOK INDUSTRIES INC.
Selection of Auditors
• • • •

The audit-related services for fiscal 1979 performed by [name omitted] included the examination
of the consolidated financial statements of the Company which appear in its 1979 Annual Report to
Stockholders and in certain reports filed with the Securities and Exchange Commission, audits of the
separate financial statements of certain subsidiaries of the Company, meetings with the Audit Com
mittee of the Board of Directors and consultation and assistance on accounting and related matters.
[Name omitted] performed certain non-audit services in addition to the audit-related services de
scribed above. The total fees for the non-audit services amounted to approximately 50.3% of the audit
fees for fiscal 1979. The non-audit services and the approximate percentage relationship to the audit
fees included assistance in various corporate tax matters (29.5%), dispositions of assets (19.5%) and
miscellaneous research matters and statutory functions. The non-audit services performed by [name
omitted] were approved by the Audit Committee, which determined that the performance of these
services could not reasonably have affected in any way the independence of that firm.
THE FEDERAL COMPANY
Relationship with Independent Public Accountants
••••

For the fiscal year ended June 2, 1979, [name omitted] provided audit and nonaudit services for
the Company. The audit services included the examination of the annual financial statements and
limited reviews of quarterly financial statements.
The aggregate fees for all nonaudit services were approximately 57% of the fees for audit ser
vices. The nonaudit services included assistance in preparation of federal and state income tax returns
(approximately 33%); examinations of retirement plans (approximately 11%); assistance in connection
with a revenue agent’s examination (approximately 4%); and various other tax services, none of which
were in excess of 3% of total audit fees. Before each nonaudit service was rendered, it was approved
by the Audit Committee or the Board of Directors and consideration was given to the possible effect
on the independence of the accountants.
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JOSLYN MFG. AND SUPPLY CO.
Relationship with Independent Public Accountants
••••

During 1978, the Company also engaged [name omitted] to render certain services not directly
related to the annual audit of the consolidated financial statements. Such services (the total fees for
which amounted to 55% of fees paid for annual financial statement audit services) consisted of the
following:
audit of employee benefit plans, 24%; review of internal controls related to a new data processing
system, 10%; assistance in modification of an accounting data processing system, 21%.
For the purpose of the computation of the percentage relationship of fees for non-audit services to
the audit fees, audit fees include fees for (1) the examination of annual financial statements, (2)
reviews of unaudited quarterly financial information, (3) assistance and consultation in connection
with filings with the Securities and Exchange Commission, and (4) consultation in connection with
various audit-related accounting matters.
The Audit Committee of the Board of Directors of the Company approved the audit and non-audit
services and considered the possible effects of the non-audit services on the independence of the
accountants. However, with respect to the non-audit services, such approval and consideration did not
occur prior to the time the services were rendered since the services were rendered before the
Securities and Exchange Commission published its views that such pre-approval represented a func
tion customarily performed by audit committees. The Board of Directors intends to approve all future
professional services performed by the independent public accountants prior to the time such services
are rendered.
••••

KERR GLASS MANUFACTURING CORPORATION
Relationship with Auditors
••••

In connection with the year ended December 31, 1978, [name omitted] performed the following
audit services: examination of the financial statements of the Company as of and for the year ended
December 31, 1978; review of unaudited quarterly information; and consultation in connection with
certain accounting matters and in filing the Forms 10-K and S-8 with the Securities and Exchange
Comission.
[Name omitted] has provided certain “non-audit” services to the Company with respect to which
amounts were paid or accrued by the Company in 1978. The “non-audit” services and related fees, as a
percent of the fees paid or accrued for the audit services described above included (1) examination of
the financial statements of six of the Company’s seven pension plans (10.4%), (2) assistance in connec
tion with the Internal Revenue Service examination of the Company’s income tax returns for 1974 and
1975 and for a non-consolidated subsidiary for the years 1975 and 1976 (12.6%), (3) review of the
Company’s Federal income tax returns (5.4%), (4) depreciation and investment tax credit planning
(5.0%) and (5) the preparation of actuarial valuations (16.6%). [Name omitted] has provided other
miscellaneous tax consulting services which individually are less than 3% of the fees for audit services
(6.3% in the aggregate). Aggregate “non-audit” fees were 56.3% of audit fees in 1978.
The Audit Committee had approved in advance the performance of the aforementioned audit and
“non-audit” services by [name omitted] but did not consider at that time the effect of the performance
of the “non-audit” services on the independence of [name omitted]. The Audit Committee believes,
however, that such independence has not been affected by [name omitted] providing such “non-audit”
services. In the future, the Audit Committee intends to consider the independence of [name omitted]
under such circumstances.

60% TO 69%
FILMWAYS INC.
Independent Certified Public Accountants
••••

During fiscal 1979, in addition to audit services, [name omitted] rendered certain non-audit
professional services. The percentage relationship which the fees paid for each non-audit service bear
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to the total audit service fees are as follows: assistance in the preparation and filing of tax returns
(15%); consultation in connection with deferred tax study (5%); consultation relating to tax matters in
connection with acquired companies (6%); and other services—all individually under 3% of audit
service fees—(34%). The aggregate of non-audit service fees was 60% of audit service fees. Audit
service fees included amounts expended for the examination of annual financial statements, reviews of
unaudited quarterly information, assistance and consultation in connection with filings for the Securi
ties and Exchange Commission and consultation in connection with various audit related accounting
matters.
For fiscal 1979, the Audit Committee has approved retroactively all of the above non-audit
services and concluded that the performance of these services has not impaired the independence of
[name omitted] as Filmways’ auditors. In the future, the Audit Committee will make such review of
material non-audit services to be rendered in advance and has established pre-approved limits for the
provision by [name omitted] of immaterial non-audit services.
W.R. GRACE & CO.
Selection of Independent Accountants
••••

[Name omitted] provided both audit and non-audit services during 1978. Audit services included
the examination of the financial statements and review of internal accounting controls of the Company
and its consolidated subsidiaries and related services pertaining to filings with the Securities and
Exchange Commission, review of loan agreements, meetings with the Audit Committee, limited
review of quarterly financial information and consultation on matters related to accounting and finan
cial reporting.
Information regarding the non-audit professional services, as defined by the Securities and Ex
change Commission, performed by [name omitted] for 1978, including the percentage which each
non-audit service fee bears to the audit service fees, and the percentage which the aggregate of all
non-audit service fees bears to the aggregate audit service fees, is as follows:

Non-Audit Services
Acquisition and divestment examinations
Examinations of employee benefit plans and trust plans
Tax planning advice
Other (principally miscellaneous tax services and assistance
on EPA audits)
Aggregate non-audit services

Fees as a Percentage of
Audit Service Fees
40
11
7
6
64

The Audit Committee has ratified the obtaining of such services in 1978 (they were not approved
in advance by the Audit Committee), has approved the performance of such types of services by [name
omitted] in 1979 and has determined that, in the judgment of the Committee, the rendering of such
services in 1978 and 1979 did not and will not affect [name omitted] independence.
••••

PSA, INC.
Other Matters
Independent Auditors
••••

Audit services of [name omitted] for 1978 included the examination of annual financial statements,
services related to filings with the Securities and Exchange Commission, attendance at Audit Com
mittee Meetings and consultations regarding various accounting matters. Fees for non-audit services
were 61% of audit fees, as follows: consultation and tax planning regarding an examination of the
Company’s tax returns by the Internal Revenue Service (28%), tax consultation and assistance ser
vices (14%), employee tax consultation and preparation services (11%), and annual examination of the
financial statements of employee benefit plans (4%). Other non-audit services, none of which exceeded
3%, included regulatory hearing assistance and other miscellaneous projects.
All services provided by [name omitted] were at customary fees. There is no direct or indirect
understanding or agreement limiting current or future years’ audit fees.
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Each year the Audit Committee reviews and approves in advance the scope of the annual audit by
the Company’s independent accountants. Advance approval of non-audit services is not generally
required under the Committee’s policies. The Board of Directors has delegated to management the
authority to engage the professional services of accountants, attorneys, and other professionals at its
discretion. Although the Committee is apprised of the nature and cost of the non-audit professional
services provided by such accountants, neither the Audit Committee nor the Board of Directors has
approved such non-audit services in advance. However, all services and fees have been subsequently
reviewed by the Committee, and the Committee believes the services rendered by [name omitted]
during 1978 were appropriate and did not affect their independence.
RAYTHEON COMPANY
Relationship with Independent Certified Public Accountants
••••

In connection with its audit function during 1978, [name omitted] reviewed filings with the
Securities and Exchange Commission and performed the following non-audit services:

Preparation of tax returns for U.S. Employees Overseas
Preparation of Foreign TaxReturns and Tax Consulting Therewith
Acquisition Reviews
ERISA Audits
Accounting Services Overseas

% of Audit Fee
21%
22%
10%
8%
4%

Non-audit Services, each less than 3%-Tax return preparation for executives, estate tax planning for
executives.
The Audit Committee of the Board of Directors has established a policy which states that Ray
theon’s Independent Certified Public Accountants may be engaged to perform any service normally
furnished by accounting firms to publicly held clients provided that independence requirements of the
AICPA and the Securities and Exchange Commission have been considered. The Audit Committee
after reviewing compliance with this policy has approved the above services. All of the professional
services performed by [name omitted] during 1978 were furnished at customary rates and terms.
••••

RORER GROUP INC.
Ratification of Selection of Auditors
••••

In the past year, [name omitted] audit services to the Company included the annual examination
of the Company’s consolidated financial statements for the year ended December 31, 1978, examina
tion of the separate financial statements of certain of the Company’s foreign subsidiaries, assistance
with and review of Forms 10-K and S-8 and other Securities and Exchange Commission filings, and
the performance of limited reviews of the Company’s quarterly financial information.
Non-audit services provided to the Company by [name omitted] during 1978 totaled, in the
aggregate, 63% of its fees for audit services. Such non-audit services (and the percentage relationship
of the fees for such services to fees for audit services) included reviewing or preparing Federal, state
and foreign tax returns filed by the Company and consulting on corporate tax matters (22%), auditing
or reviewing the financial statements of companies prior to acquisition by the Company and similar
services for prospective acquisitions (18%), assisting a foreign subsidiary with the development of a
management information and reporting system (12%) and a production and distribution system (6%),
and other services (each under 3%) including examination of financial statements of pension plans of
the Company, consulting on actuarial matters and rendering computer programming assistance to a
foreign subsidiary.
The Audit Committee of the Board of Directors has regularly reviewed the professional services
and fees of [name omitted]. Since promulgation of the Securities and Exchange Commission rules
regarding non-audit services, the Audit Committee has reviewed such non-audit services rendered
during 1978, established procedures for prior approval of future non-audit services and has considered
the possible effects of such non-audit services on the independence of [name omitted].
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70% TO 99%
AMERICAN CAN COMPANY
Election of Independent Public Accountants

Audit services performed by [name omitted] during 1978 included examinations of financial
statements of the Company and its subsidiaries, limited review of quarterly financial information,
assistance and consultation in connection with Securities and Exchange Commission reports and
registration statements and other audit related services. Non-audit services rendered to the Company
and its subsidiaries during 1978 by [name omitted] and the percentage relationship which the fees for
such non-audit services bear to the 1978 audit fees were as follows: (a) review of financial information
in connection with proposed acquisitions (44.4%); (b) assistance in the development and implementa
tion of revised controls and reporting procedures (18.5%); (c) tax advice relating to proposed acquisi
tions (10.0%); (d) assistance in preparation of tax returns and advice in connection with tax exam
inations (8.1%); (e) assistance in study of payroll processing (4.7%); (f) examination of financial
statements of pension and welfare benefit plans (3.1%) and (g) other services (no one of which
exceeded 3%), including assistance in review of materials management system, review of computer
time-sharing system utilization and other miscellaneous services (7.3%). The aggregate fees for non
audit services, the largest amounts for which, as noted above, were in connection with proposed
acquisitions, amounted to 96.1% of the 1978 fees for audit services.
Management has advised the Audit and Finance Committee of the Board that [name omitted] will
not be engaged to perform non-audit services for the Company which are believed to impair their
independence as auditors of the Company’s financial statements. All services provided by [name
omitted] during 1978 were deemed consistent with this policy and approved by the Committee. In the
case of audit services, such approval occurred before the services were performed.
BURNDY CORPORATION
Item No. 3 Appointment of Auditors
• • • •

In addition to those services related to the audit function, during 1978, the Company engaged
[name omitted] to perform certain non-audit professional services. A description of each of these
services, together with the percentage relationship of the fees for each such service to the audit fees
for 1978 is as follows:

Description of
Non-Audit Services
Management Services—
Assistance in the study and evaluation of inventory and production control
systems and policies and sales forecasting techniques...........................
Review of computer control methodology and security policies.................
Tax Services—
Assistance in the preparation of requests for rulings and a Technical Ad
vice Memorandum for submission to the Internal Revenue Service....
Review of Federal income tax return, assistance with examinations by
Internal Revenue Service and consultation in connection with foreign
income tax m atters.....................................................................................
Other Services—
Examinations of financial statements of various employee benefits plans.

Fee for Service
as Percentage
of Audit Fee

77
10

4

4
3

For the purpose of the computation of the percentage relationship of fees for non-audit services to
the audit services, audit services performed by [name omitted] for 1978 included examination of the
consolidated financial statements, examination of the separate financial statements of certain foreign
subsidiaries, review of quarterly and annual reports filed with the Securities and Exchange Commis
sion, review of a Registration Statement on Form S-8 filed with the Securities and Exchange Commis
sion relating to stock option plans and consultation in connection with various accounting and financial
reporting matters.
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The Audit Committee of the Board of Directors approved in advance all audit services performed
by [name omitted] for the year ended December 31, 1978. The Audit Committee reviewed and ap
proved the non-audit services after most of these services had been rendered and determined that
such services had no effect on the independence of [name omitted] in the performance of its audit.
• • • •

CONAGRA INC.
Independent Public Accountants
• • • •

In addition to services rendered during fiscal 1979 in connection with their audit function, the
Company engaged [name omitted] to render certain nonaudit professional services. A description of
each of these services, together with the percentage relationship of the fees for each service to the
audit fees paid to that firm during 1979 is as follows:

Description of Nonaudit Service
Planning and research in connection with
New business ventures..........................
Employee benefit plans.........................
Corporate Tax Planning.............................
Various other nonaudit service
(each of which is less than 3%)..............
Aggregate nonaudit services....................

Percentage of Audit Fees
39%
20%
6%
10%

75%

For the purpose of the computation of the percentage relationship for nonaudit services to the
audit fees, audit fees include fees for (1) the examination of the annual financial statements, (2)
reviews of unaudited quarterly financial information, (3) assistance and consultation in connection
with the filing of the Form 10-K annual report and Form S-8 registration statements with the
Securities and Exchange Commission, and (4) consultation in connection with various accounting
matters related to the audit.
The Audit Committee approved each professional service provided by [name omitted] during the
fiscal year. The Audit Committee intends that all future services of the independent public accoun
tants will be subject to the approval of the Audit Committee prior to the time such services are
rendered, except for certain relatively minor assignments which are approved by senior management
pursuant to authority delegated to them by the Audit Committee. The Committee believes that the
nonaudit services rendered by [name omitted] were appropriate and did not affect their independence.
STANDARD OIL COMPANY (INDIANA)
Appointment of Independent Auditors
• • • •

In addition to audit services relating to the Company’s consolidated financial statements and
various governmental reporting requirements, [name omitted] performs various nonaudit services for
the Company. Fees paid by the Company to [name omitted] during 1978 for nonaudit services
amounted to 89% of the aggregate fees paid by the Company for audit services during 1978, sum
marized as follows: international tax services, including consultation and preparation of tax returns of
certain foreign operations and expatriate employees (67%); accounting and consulting services relat
ing to foreign operations (12%); employee benefit plan audits (8%); and other services, primarily
relating to foreign operations (2%). Fees applicable to the audit of the Company’s consolidated finan
cial statements are reviewed and approved by the Board’s Audit Committee before the services are
provided. Other services are not normally approved by the Board or its Audit Committee before the
services are provided but are subsequently reviewed by the Audit Committee. Neither the Board nor
the Audit Committee believes that the nonaudit services provided by [name omitted] have any signifi
cant effect on the independence of that firm.
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TRIANGLE PACIFIC CORP.
Ratification of Selection of Accountants
• • • •
The function of the independent public accountants is to perform the following audit services:
audit the accounts and records of the Company and its subsidiaries; provide services related to filings
with the Securities and Exchange Commission; attend Audit Committee meetings; and perform other
appropriate professional services as required by management or the Board of Directors. Of the
aggregate fees for professional services by [name omitted] in 1978 approximately 53% were for audit
fees and 47% were for what might be considered “non-audit” in nature. The non-audit services
included a systems design and planning study (24%), tax services (6%), pension plan audits (8%),
special services in connection with acquisitions and sales of companies (8%) and miscellaneous (1%).
Each professional service performed by [name omitted] during 1978 was approved and the possible
effect of such service on the independence of that firm was considered by the management before such
service was rendered.
• • • •

100% TO 149%
E-SYSTEMS, INC.
Relationship with Independent Public Accountants
• • • •
During 1978 the Company engaged [name omitted] to provide certain non-audit services. The
aggregate fees for such services amounted to 129% of the total fees for audit services. Non-audit
services with fees exceeding 3% of audit fees consisted of procedures performed at the direction of the
Special Committee of the Board of Directors (104%); consultation and assistance in various areas of
corporate taxation, including assistance in preparing Federal Income Tax returns (17%); and consulta
tion and assistance in preparing executive tax returns (7%). Other non-audit services included consul
tation on data systems security and review of certain aspects of the Corporate Policy Manual. In
computing these percentage relationships the following services were included with audit fees: annual
audit of financial statements; preparation of management reports or letters covering recommen
dations on accounting, internal control, and similar matters; interim reviews of quarterly financial
information; review and consultation related to reports or registration statements filed with the SEC
or with other regulatory authorities; analysis of internal accounting controls to determine the ade
quacy of the systems; consultation on financial accounting and reporting matters; and meetings with
the Audit Committees of the Board of Directors.
The Audit Committee has reviewed the scope of services generally offered by [name omitted] and
has considered the possible effect that performing such services might have on audit independence.
Further, [name omitted] has informed the Audit Committee that in accordance with professional
standards, it will not perform any non-audit service which would impair its independence for purposes
of expressing an opinion on the Company’s financial statements. The Audit Committee believes that
the non-audit services offered by [name omitted] do not affect its role as the Company’s independent
auditor and, accordingly, it has not considered it necessary to approve individual non-audit services
provided.
G. HEILEMAN BREWING COMPANY, INC.
III. Relationship with Independent Accountants
• • • •
The audit services of [name omitted] for the fiscal year 1978 consisted primarily of (1) the exam
ination of annual financial statements, (2) reviews of unaudited quarterly financial information, (3)
assistance and consultation in connection with filings with the Securities and Exchange Commission
and (4) consultation in connection with various audit-related matters. During 1978, the Company also
engaged [name omitted] to render certain nonaudit professional services. A description of each such
nonaudit service together with the percentage relationship of the fees for each such service to the
audit fees paid to that firm during 1978, is set forth in the table below.

Description of Nonaudit Services
Tax and accounting assistance and consultation in connection
with purchase investigations and acquisition studies
Assistance in preparation, review and filing of the Corporation’s Federal
and state income tax returns
Examination of certain of the Corporation’s employee benefit plans as
required by the Employees’ Retirement Income Security Act of 1974
Consultation with certain corporate executives concerning
tax planning and preparation of tax returns
Miscellaneous corporate tax consultation and research services
(each less than 3%)
Aggregate nonaudit services

Percentage of
Audit Fees
82%
17%
17%
17%
8%
141%

••••

HILLENBRAND INDUSTRIES INC.
Relationship with Independent Public Accountants
••••

During 1978, [name omitted] rendered certain nonaudit professional services. A description of
each of these services, together with the percentage relationship of the fees for each such service to
the 1978 audit fees, is as follows:
Percentage of
Description of Nonaudit Service
Audit Fees
Acquisition audit..................................................................................................................
31
Assistance in developing an interim inventory system...........................................
26
Accounting and tax consultation in connection with acquisition............................
15
Assistance with reorganization study................................................................................
14
Accounting assistance with quarterly closings at newly acquired company.........
14
Review of progress in inventory upgrade program .........................................................
9
Assistance with IRS examinations.....................................................................................
9
Special audit of miscellaneous cash receipts......................................................................
6
Other ....................................................................................................................................
15
Aggregate Nonaudit Services............................................................................................
139%
For the purpose of the computation of the percentage relationship of fees for nonaudit services to
the audit fees, audit fees include fees for (1) the examination of the annual financial statements, (2)
reviews of unaudited quarterly financial information, (3) assistance and consultation in connection
with filing the Form 10-K annual report and Form S-8 registration statements with the Securities and
Exchange Commission, and (4) consultation in connection with various accounting matters.
The Audit Committee of the Board of Directors, consisting of Messrs. Heine and Anderson,
approved these services and considered the possible effect of such services on the independence of the
accountants; however, such approval and consideration did not occur prior to the tim e the services
were rendered since the Securities and Exchange Commission had not yet published its views that
such actions represent functions customarily performed by audit committees at the time the services
were rendered. The Audit Committee intends to approve all future professional services performed by
the Company’s independent public accountants prior to the time such services are rendered, and has
approved certain nonaudit services to be performed thereby during the fiscal year ending November
30, 1979.
MESA PETROLEUM CO.
(2) Approval of Selection of Independent Public Accountants•
••••

During 1978, the Company engaged [name omitted] to render certain non-audit professional
services. A description of each of these services together with the percentage relationship which the
fees for each such service bears to the audit fees paid to that firm during 1978 is as follows:
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Fees for non-audit
services (expressed
as a percentage of
audit fees)

Non-audit Services
Assistance in acquisition studies, planning and technical accounting
m a tte rs..........................................................
Audits of benefit plans and stock purchase plans...............................................
Review of income tax returns and consultation and assistance on U.S.
corporate tax accounting m atters.............................................................................
Assistance in tax matters related to foreign operations...................................
Other services (miscellaneous special accounting and tax consultation
matters, each individually less than 3% of audit fees)..................................
Total non-audit services.........................................................................................

20%
12
35
31
7
105%

All such nonauditing services, which were based upon customary hourly billing rates, have been
approved by management after due consideration of the possible effect of such service on the indepen
dence of the public accountants. In the future, the Audit Committee intends to approve all profes
sional services performed by the Company’s independent accountants prior to the time such services
are rendered. For the purpose of the computation of the percentage relationship of fees for non-audit
services to the audit fees, audit fees include fees for the examination of annual financial statements,
review of unaudited quarterly financial information, assistance and consultation in connection with
filings with the Securities and Exchange Commission and other governmental and regulatory agen
cies, special reviews of internal accounting controls, and consultation in connection with various
audit-related accounting matters.
••••

ROHR INDUSTRIES INC.
Approval of Selection of Auditors
• • • •

During fiscal 1978, the Company’s auditors performed a variety of services for the Company,
including their audit of the Company’s financial statements, which audit included reviews of quarterly
reports as well as the year-end financials. Fees accrued during fiscal 1978 for non-audit services
amounted in the aggregate to 117.9% of the fees accrued for audit services, broken down as follows:
Percentage to Audit
and related
Fees for the Year
Ended July 31, 1978
Management consulting services:
Assistance with development of new production control system..................
Assistance with implementation of claims administration system ...............
Tax services:
Executive tax m atters.......................................................................................
Assistance with IRS examinations................ ..................................
Assistance with tax planning related to the sale of the assets of
The Flxible Company....................................................................
Assistance in preparation of Corporate Tax Return.....................
Other services:
Assistance in developing EDP Internal Audit function................

106%
*
6.2%

*The percentage is less than 3% of audit fees.
In addition, the Company’s auditors perform auditing services for the Company’s Retirement
Plan, Pension Plan and Savings Plans; each of the fees for such audits are less than 3% of the fees for
audit services rendered to the Company.
There is no understanding or agreement between the Company and its independent auditors that
places a limit on audit fees, but the Company pays only for services actually rendered and at what it
believes are customary rates.
Members of the Audit Committee of the Board of Directors are James J. Kerley, Chairman, K.
Robert Hahn, Carl L. Sadler, and Jack D. Steele. The Board of Directors has adopted a policy that
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each professional service proposed to be rendered by the Company’s auditors must first be reviewed
by the Audit Committee both as to the advisability and scope of the service, and also to consider
whether such service would affect the continuing independence of the Company’s auditors. The Audit
Committee then makes recommendations to the Board for final approval of such professional services.
All such professional services rendered during fiscal 1978 were approved in advance by the Audit
Committee, and it is of the opinion that no such service adversely affected the independence of the
auditors.
••••

150% TO 515%
CONSUMERS POWER COMPANY
Relationship with Independent Public Accountants
The board of directors of the Company has selected [name omitted], independent public accoun
tants, to examine the financial statements of the Company for the year 1979 and to render their
auditors’ report thereon. Such accountants performed the same responsibilities for the year 1978.
During the year ended December 31, 1978, [name omitted] provided audit, tax, training and adminis
trative services to the Company. The audit work consisted of examination of the Company’s quarterly
and annual financial statements, including reports to the Securities and Exchange Commission and the
Federal Energy Regulatory Commission and accounting services related to registration statements
filed by the Company. The board of directors, upon recommendation of the audit committee (composed
of Mrs. Martha W. Griffiths and Messrs. John C. Suerth and Robert B. White) authorized the
engagement of [name omitted] for such audit services, for the audit of employee benefit plans and for
tax services, before such services were rendered. Substantially all of the engagements for adminis
trative services were authorized by the executive committee of the board of directors. The possible
effect of nonaudit work on the auditors’ independence was not specifically considered prior to the
engagements, but in a subsequent review the audit committee concluded that the auditors’ indepen
dence was not affected by these services. In 1978, the Company adopted a policy requiring the audit
committee to regularly review the effects of engagements for nonaudit services upon the indepen
dence of the auditors. The percentage relationships which fees for nonaudit services bear to the audit
fees for 1978 are shown below.
Assistance with implementation of computerized record systems:
Accounting and reporting system s..............................................................................................
Materials management system ....................................................................................................
Distribution management system................................................................................................
Mining property management system.........................................................................................
Review of Federal income and State tax returns and related tax m atters................................
Audit of employee benefit plans.......................................................................................................
Internal control review ............................................................................................ ......................
Power cost model feasibility study.................................................................................................
Review policies and procedures utilized within the Generating Plans
Modifications Department..................................................................................................... ......
Other individually less than 3%, including services related to Dividend Reinvestment and
Common Stock Purchase Plan, training and long-range systems, and software fees...........

156%
104
53
19
17
7
5
4
4
7
376%

There were no services provided by the Company’s independent public accountant at rates that
were not customary, and there are no existing direct or indirect understandings or agreements that
place a limit on current or future years’ audit fees.
••••

ILLINOIS TOOL WORKS INC.
Independent Public Accountants
[Name omitted] has been the Company’s independent public accountants since 1951. During 1978,
the Company engaged [name omitted] to examine the Company’s annual financial statements, review
its unaudited quarterly financial statements, assist in the preparation of required financial reports
with the Securities & Exchange Commission and related matters. It is the intention of the Board of
Directors to engage [name omitted] to act in similar capacities as the Company’s independent public
accountants for 1979.
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In addition, [name omitted] provided other non-audit services to the Company during 1978. A
description of these services and the percentage relationships of the fees for such services to the audit
fees are as follows: assistance in the design and implementation of financial and manufacturing sys
tems (87%), audit of rentals received from lessees (16%), consultations and assistance regarding
foreign investments and reorganizations (10%), consultation on long-range planning systems and
procedures (8%), examination of the financial statements of employee benefit programs (7%), review
of government contract administration systems and procedures (6%), assistance in the preparation
and review of corporate income tax returns (5%), assistance in connection with Internal Revenue
Service examinations and appeals (4%), assistance in the preparation of employee tax returns (3%) and
miscellaneous tax planning matters (9%). The aggregate fees for all non-audit services represented
155% of audit fees during 1978.
The management of the Company approved, in advance, the performance of each of the 1978
non-audit services which were subsequently reviewed and approved by the Audit Committee. Specific
limitations for such services during 1979 have been established which may be exceeded only with
approval of the Audit Committee or the Board of Directors. Having reviewed the 1978 and anticipated
1979 services, the Committee concluded that they do not impair the independence of the accountants.
••••

OWENS-CORNING FIBERGLASS CORPORATION
Approval of the Action of the Board of Directors in Selecting
[Name omitted] as Independent Public Accountants
• • • •

During 1978, [name omitted] rendered various professional services to the Company. Services
rendered in connection with the audit function included examination of annual financial statements,
review of unaudited quarterly financial statements, review of internal accounting controls, assistance
in connection with filing registration statements with the Securities and Exchange Commission and
consultation in connection with various accounting matters. Descriptions of the non-audit services
rendered, together with the percentage relationship of the fees for each such service (which is 3% or
more of the audit fees) to the audit fees to that firm for 1978, are as follows:
Percent of
Description of Non-Audit Services
Audit Fees
Installation activities on corporate order entry system .....................................................
78%
Installation activities on customer service system..............................................................
70%
Installation activities on product data system ....................................................................
19%
Other services (review of tax returns, assistance in tax planning and
various administrative services), individually less than three percent.........................
12%
Audits of employee benefit plans..........................................................................................
5%
Tax consultation regarding foreign service employees......................................................
4%
188%
At its regular meeting in January 1979, the Audit Committee reviewed and approved the 1978
professional services described above, as well as services anticipated to be provided by [name omitted]
in 1979; the Committee also considered the possible effect of these non-audit services on the indepen
dence of the public accountants.

THE SOUTHERN COMPANY
Relationship with Independent Public Accountants
In addition to audit services rendered to the Corporation and its subsidiaries during 1978 (which
included reviews of unaudited quarterly financial information, examination of financial statements,
and net earnings certificates, preparation of letters for underwriters and assistance and consultation
in connection with filing the Form 10-K and U5S annual reports and Form S-7 and S-8 registration
statements with the Securities and Exchange Commission; and consultations in connection with vari
ous accounting matters), [name omitted] rendered certain non-audit professional services, to the
Corporation and its subsidiaries, which aggregated to 515 percent of total audit fees. The services
rendered, along with the individual percentages of total audit fees, include:
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Assisting in the Design and Installation of Accounting Systems
Standard General Accounting (33%)
Fuel Reporting (49%)
Employee Information (25%)
Income Tax Accounting (25%)
Responsibility Reporting (15%)
Assisting in the Design and Installation of Management Information Systems
Construction Cost Reporting (156%)
Materials Management (62%)
Reviewing Management Procedures of Selected Departments (43%)
Providing Consultation and Other Assistance for Data Processing Projects (60%)
Auditing Various Employee Benefit Plans (9%)
Providing Testimony in Connection with Rate Proceedings (9%)
Reviewing Income Tax Returns and Consulting on Various Tax Accounting Matters Including
Plant Sales, Depreciation, and Investment Tax Credit (8%)
Assisting with an Expanded Internal Audit Function (7%)
Conducting Training Sessions (3%)
Performing Special Fuel Reviews (7%)
Assisting in other Miscellaneous Minor Projects (4%)
The Audit Committee of the Board of Directors reviewed each of these non-audit services and
determined that the performance of such services did not impair the independence of the accountants;
however, in many instances neither such review and consideration of a service nor specific approval
thereof occurred prior to the rendering of the service.
THE TAPPAN COMPANY
Auditors•
••••

During 1978 [name omitted] performed the following services which were unrelated to the audit of
the Company’s consolidated financial statements for the year ended December 31, 1978: (1) Assistance
and consultation on significant changes to the Company’s manufacturing and inventory control sys
tems. Fees for such services as a percentage relationship to the Company’s audit fees for 1978 were
193%. (2) Audit of the financial statements of the Company’s various employee benefit plans for the
year ended December 31, 1978. Fees for such services as a percentage relationship to the Company’s
audit fees for 1978 were 22%. (3) Consultation on various U.S. Federal income tax compliance and
planning matters. Fees for such services as a percentage relationship to the Company’s audit fees for
1978 were 13%.
Fees for the aggregate non-audit related services described above, during 1978, as a percentage
relationship to the Company’s audit fees for 1978 were 228%. All services performed by [name
omitted] are fully reviewed and approved in advance of the engagement by the Company’s Board of
Directors, including the Audit Committee of the Board of Directors, and the possible effect on the
independence of the accountant is considered during this review.

25

III

MANAGEMENT PERQUISITES

The SEC has long required registrants to report in proxy statements the amounts of remu
neration paid to management. In 1977 the SEC defined remuneration to include payments for
“personal benefits,” or “perquisites,” of management which up to that time had rarely been
included. Personal benefits that are directly related to job performance or that are provided to
broad categories of employees need not be included.
Management remuneration is required to be reported for each of the five most highly com
pensated officers or directors of the registrant and for all officers and directors as a group.
Perquisites are required to be added to remuneration in the form of securities, property, insur
ance benefits or reimbursement, and the total of those items is to be reported in a table for each
officer or director and for the group. If an officer or director receives perquisites exceeding a
specified amount, a footnote to the remuneration table must be included that states the amount of
the perquisites and describes them. Footnote disclosure is also required if the incremental costs to
the registrant for the perquisites are significantly less than what the recipient would have had to
pay to obtain them.
Sixty-five examples are presented of the disclosure of perquisites in footnotes to management
remuneration tables included in proxy statements. The examples are classified according to type
of perquisite disclosed. Since many examples refer to more than one type, the index to this survey
lists each type of perquisite disclosed and all examples, wherever classified, referring to each type
are indicated.
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AIRPLANE
COOK INDUSTRIES INC.
Remuneration of Officers and Directors
••••

(7) The Company does not have any life, health, hospitalization or medical reimbursement plans
under which the Company is not the sole beneficiary or which are not generally available on the same
terms to all salaried employees. Company policy permits family members of officers using Company
aircraft for business travel to accompany them on a space-available basis. The Company incurs little, if
any, incremental cost from this usage. To the limited extent that Company aircraft may be used by
officers for non-business purposes, the Company is reimbursed for any aggregate incremental cost
incurred.
••••

THE FEDERAL COMPANY
M anagement Rem uneration

(1)
The Company is unable to place a precise value on certain personal benefits received by 8
officers and Directors from the use of Company-owned automobiles and from the occasional use, by
Company personnel and their family members traveling on personal business, of otherwise vacant
seats on a Company aircraft being used for business travel, but they are estimated not to exceed
$10,000 in aggregate cost to the Company.

GANNETT CO., INC.
Remuneration o f Gannett M anagement
••••

(2)
Gannett conducts its business at 58 locations throughout the continental United States and in
the Virgin Islands, Hawaii, Guam, Canada and Europe. As a result, senior Gannett executives are in
travel status between 40 and 60 percent of their time. Therefore, Gannett operates and maintains its
own aircraft. It is Gannett’s policy that all flights by its aircraft must have a business purpose. It is
also Gannett’s policy to permit certain executives’ spouses to accompany them on some of their
business trips. This policy is intended both to recognize the important business role that executives’
spouses serve and to maintain morale in view of the travel demands Gannett places on certain of its
executives. Gannett does not incur any measurable additional cost by virtue of this pocliy. Moreover,
it believes that the policy is directly related to the job performance of its executives.
In addition, when a Gannett aircraft is on a business trip, Gannett permits any unused space to be
filled on an as-available basis. On occasion, executives or their family members may use such space for
personal reasons. Though the commercial value of such flights may be greater than the nominal
incremental cost to Gannet, personal use is minimal and the total difference between value and
incremental cost is insignificant.
••••

GENERAL ELECTRIC COMPANY
Remuneration of Directors and Officers•
••••

(c) An allowance of $52,000 to Mr. Welch, allowances between $25,000 and $50,000 (a total of
$273,260) to eight officers, and allowances in lesser amounts aggregating $106,470 to five officers, as
part of amounts paid under a Company practice designed to cover miscellaneous expenses and losses
incidental to an employee’s transfer to another Company location.
Not included in this column is the value, estimated to be a total of $27,163, of group life and
accidental death insurance in the aggregate amount of $150,000 provided by the Company to each
director (other than Messrs. Jones, Dance and Parker). Company policy permits family members of
officers using Company aircraft for business travel to accompany them on a space-available basis. The
Company incurs little, if any, incremental cost from this usage. Not included in this column is the
amount that would have been paid for this usage at first-class commercial rates (estimated to be an
aggregate of $3,500 for all officers and directors as a group). In addition, officers and division general
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managers of the Company have the opportunity, subject to medical examination, to purchase
additional life insurance coverage (supplementing the coverage available under the Company’s group
insurance plans) on a basis under which the Company participates in the payment of premiums and the
receipt of policy proceeds. Messrs. Jones, Dance, Parker, Welch and 93 other Company executives
participated in the program in 1978. The program is designed so that the Company will recover all its
payments plus a factor for the use of its money which will vary depending on mortality experience,
policy dividends and other factors. Depending on the date of death, the rate of dividends paid by the
insurance company and other variables, an executive or beneficiary may ultimately receive a benefit
exceeding the amount of term insurance which could otherwise have been purchased with the execu
tive’s premium payments. The value of this benefit cannot be determined.
• • • •

P.H. GLATFELTER COMPANY
Remuneration and Other Information
••••

(3)
Does not include any amounts for the value of any benefit derived from the personal use of the
Company’s airplane since the Company was reimbursed for all incremental costs incurred in such use.
The cost of commercial airline transportation wo uld be less than the incremental costs paid by him.
However, the excess of the amount which he would have had to pay to charter a plane similar to the
Company’s over such incremental costs is estimated to be approximately $8,700.
••• •

HONEYWELL, INC.
Remuneration
••••

Column C2
••••

(2) The portion of club dues paid by the Company related to non-business use. (The Company
pays the dues and membership fees for clubs used by certain executives who require a club for
Company business. The Company does not reimburse the executive for charges related to personal
use of a club. The amount of dues included for Mr. Spencer is none; Mr. Keating, $116; Mr. Spangle,
$488; Mr. Reiner, $377; Mr. Smart, $116; and all officers as a group, $8,854.) (3) Payments made in
1978 for financial counseling provided to certain officers in 1977. (No payments were made on behalf of
the five listed officers, and payments for all officers as a group amounted to $11,813.)
When space is available on a business flight of either of the two Company aircraft, Company
policy permits individuals to travel for personal convenience. The incremental cost to the Company of
such occasional, non-business use by a family member or guest of an officer is not significant or
determinable, and therefore no amount is reported in Column C2 relating to this item. First class
commercial air fare for such air travel relating to all officers as a group in 1978 wo uld have been
$3,647.
••••

THE PROCTER & GAMBLE COMPANY
A. Election of Directors
• • • •

(3) Recent statements of the Securities and Exchange Commission state that the following kinds
of supposed benefits of corporate officers are remuneration and should be disclosed even though the
Company incurred no or only minimal additional costs or expenses in connection with these benefits.
The Company reimbursed its officers for dues and initiation fees in a very limited number of nonrecre
ational clubs used principally for business functions. The officers pay all personal charges incurred at
these clubs. During the past fiscal year, the proportion of the dues and initiation fees paid for by the
Company attributable to such personal charges was approximately $6,000. During the past fiscal year,
officers wh o were using corporate aircraft on Company business occasionally permitted certain family
members and guests to accompany them in accordance with Company policy on a space available basis.
Had these individuals chosen to make the same trips by commercial airlines, the cost in total would
have been approximately $25,000. Neither the Company nor its officers consider these to be remuner
ation or income. In accordance with local custom, the Company also furnished automobiles to two of its
officers located outside the United States primarily for use in connection with Company business. The
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Company believes that any incidental personal benefits resulting from the foregoing are incapable of
precise valuation but that, in any event, they did not exceed $1,000 for each of these individuals.
••••

TEXTRON INC.
Management Remuneration
••••

(4)
• • • • From time to time Textron officers and their spouses and children have been pro
vided domestic transportation on corporate aircraft on a space-available basis for non-business trips
when the aircraft was scheduled to fly to a particular destination for business purposes. Since the
extra cost to Textron for such non-business trips was negligible, the value of such trips is not reflected
in the table. The value of such trips to the recipients, based upon the coach air fare for the routes
flown, amounted to $56 for Mr. Miller, $834 for Mr. Collinson, $232 for Mr. Straetz, $122 for Mr. Ames
and $1,652 for directors and officers as a group.
••••

APARTMENT
ALEXANDER & BALDWIN, INC.
Remuneration of and Transactions with Directors and Officers
••••

(3) The figures in this sub-column include the spread between the option price and the fair market
value on the date of exercise of options to purchase A & B common stock pursuant to A & B’s Qualified
Stock Option Plan, premiums paid on group life insurance on coverage in excess of $50,000 and
personal income tax planning services. In addition, A & B provides use of club memberships, au
tomobiles, apartments and other corporate facilities to persons whose jobs are such that a benefit to A
& B results. A & B is unable to determine the value, if any, of the personal benefits of use of such
facilities and has concluded that they do not exceed $10,000 in the case of any member of the foregoing
group, and that the omission of the value of such personal benefits does not render the information in
the above table materially misleading.
••••

BLUEBIRD INCORPORATED
Renumeration
•

•••

(3) In May, 1978, Mrs. Small purchased a condominium apartment from the Company for $67,000,
the appraised fair market value thereof. Periodically since the Company obtained the apartment in
1971, she used the apartment without charge, in part in connection with her duties for the Company,
and in part for personal use. The Company estimates the fair rental value of the apartment, including
utility and maintenance charges, at $700 per month.
••••

CASTLE & COOKE, INC.
Remuneration o f Directors and Officers
Direct
••••

(3) The Company defrays the cost of club memberships and preparation of tax returns for
certain executive and management offices. Although provided for business use, the club membership
may also be used for personal purposes. In addition, Castle & Cooke makes automobiles available to
Messrs. MacNaughton and Kirchhoff for their general use when in Honolulu, which includes both
business and personal use. Finally, because the Company maintains two principal offices, one in
Honolulu and one in San Francisco, it provides an apartment in San Francisco for the use of Mr.
Kirchhoff (whose principal residence is in Honolulu), and pays per diem to Messrs. Clark and Marks,
at the Internal Revenue Service approved rate of $44 per day, during the periodic business use by
them of their personally owned apartments located in San Francisco and Honolulu, respectively.
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Remuneration reported above does not include the economic benefit of any use of the above items
which may be deemed to be non-business use.
• •••
HILLENBRAND INDUSTRIES, INC.
Remuneration and Other Transactions with Management
••••

(3) Daniel A. Hillenbrand, Richard A. Heise and W. August Hillenbrand are participants in the
Company’s Senior Executive Compensation Program which provides certain forms of incentive and
deferred compensation to a limited number of senior key executives of the Company. The program
was initiated in fiscal year 1978. It includes short term incentive compensation which, for participants,
is intended to replace the annual discretionary bonuses, referred to in footnote (1) above, and is
intended to provide annual cash payments to participants achieving pre-established financial and/or
non-financial objectives. The Program also provides long term performance share compensation which
contemplates annual payments of cash and common stock of the Company to participants based on the
achievement of pre-established financial objectives of the Company over succeeding five year periods.
Participants in the Program are also entitled to certain perquisites which include supplemental health
cost payments, insurance benefits, financial planning assistance, personal use of clubs for which the
participant’s membership is paid by the Company, the personal use of company owned automobiles,
and, in the case of Daniel A. Hillenbrand, the operating expenses of an apartment maintained by him
which is used occasionally for business purposes. The cash value of such perquisites is limited to ten
percent of each participant’s base salary and is included in the total aggregate direct remuneration
shown in the table.
••••

R.H. MACY & CO. INC.
Remuneration of Directors and Officers and Other Information
••••

(6) The Corporation provides, either by direct payment or reimbursement, to certain manage
ment employees, including directors and officers, the use of automobiles, apartments and club mem
berships, in those cases where it believes that doing so facilitates the performance by that employee of
his responsibilities. The Corporation deems such expenses to be reasonable and necessary to the
conduct of its business. The remuneration table above does not include the cost or value for incidental
non-business use of the foregoing. The total cost to the Corporation of providing such automobiles,
apartments and club memberships to directors and officers did not exceed $44,000, $45,000, and
$19,000, respectively, during the fiscal year ended July 29, 1978.
••••

PAINE WEBBER
Remuneration of Directors and Corporate Officers
• • • •

(1)
This compensation represents salaries paid or accrued to such persons in all their capacities
with PWJC and/or MH. The group amount includes fees paid to 4 directors of PW not employed by
PWJC or MH. Benefits, if any, derived from personal use of automobiles, an apartment in New York
City and club memberships provided by PWJC and/or MH are not included as remuneration. Man
agement is not able to estimate the value of any such benefits.
••••

PLAYBOY ENTERPRISES INC.
Remuneration and Transactions with Management•
• • • •

In order to facilitate performance of his duties at all hours, the Company maintains a one-bedroom
hotel suite for Mr. Victor A. Lownes, a Director of the Company and President of PCI, on the
premises of the London Playboy Club & Casino for which he is responsible as managing director.
These rooms are maintained as part of a hotel operation for Playboy Club members and the Company
cannot determine the value of the personal benefit, if any, to Mr. Lownes.
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AUTOMOBILE (WITH DRIVER)
ETHAN ALLEN INC.
Remuneration of Officers and Directors and Related Matters
••••

(1)
Excludes personal benefits inuring to 3 officers from the following estimated expenses of the
Corporation: automobiles and a driver furnished to Mr. Ancell ($8,400) and an automobile furnished to
each of Mr. Walker ($4,000) and Mr. Biadasz ($2,800). Allocations of these expenses between business
and personal use is uncertain.
••••

GAMBLE SKOGMO, INC.
Remuneration of Directors and Officers
••••

(c) Upon his retirement in September 1977, Mr. Gamble became eligible to receive deferred
compensation under an Employment Agreement for a period of ten years in the annual amount of
$37,500. Under a separate Consulting Agreement, as amended, Mr. Gamble will receive annual
compensation of $75,000 for life, plus the following benefits: reimbursement for expenses incurred on
behalf of the Company; executive office space in the Company’s home office building; a full-time
secretary; a full-time assistant (one-half of whose salary will be reimbursed to the Company); a
company car to be provided in accordance with the Company’s “company car’’ policy; the services of a
full-time chauffeur; hospital and medical benefits comparable to those made available to the Com
pany’s regular employees; and, if the Company operates a private aircraft (which it currently does
not), the right to use such aircraft in accordance with the Company’s policy related to the use of such
aircraft.
••••

METROMEDIA INC.
Remuneration
••••

(a)
Includes only the amount equal to the spread between the option price and the closing market
price of the shares of the Company’s Common Stock on the date of exercise for exercises of stock
options during 1978 (see “Stock Options”). The Company furnishes automobiles and occasional use of
an apartment in New York City to certain of its officers (including a driver in the case of one officer)
primarily for business use but also for personal use and has reimbursed certain of its officers for
membership dues paid by them to clubs used primarily, but not entirely, for business purposes. The
Company, after reasonable inquiry, has concluded that the value of these benefits which are not
directly related to job performance cannot be specifically or precisely ascertained, nor do they exceed
$10,000 for 1978 for any person in the group. As a result, the amount of such personal benefits has
been omitted from the table.
••••

F.W. WOOLWORTH CO.
Remuneration and Other Transactions With Management and Others
••••

(2)
The Company and a subsidiary provide passenger automobiles and drivers primarily for the
use of three officers whose regular duties and functions require the use of such facilities. No value for
any personal use of the automobiles has been included because such value is considered to be minor
and not capable of exact determination and, in any event, incidental to the purpose served.
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AUTOMOBILE (WITHOUT DRIVER)
AMPEX CORPORATION
Management Remuneration
••••

(1)
• • • • Benefits, if any, to some officers derived from personal use of Company leased au
tomobiles, in excess of payments made by them to the Company, are not included as remuneration.
The value of any such excess benefits is not determinable by the Company, but the Company does not
believe the value thereof, either singularly or in the aggregate, to be material.
••••

MERVYN’S
Remuneration and Other Transactions with Directors and Officers
••••

(2)
Excludes the value of the personal use, if any, of automobiles which Mervyn’s furnished to its
officers and certain other executives. The total cost to Mervyn’s during fiscal 1977 in providing such
automobiles to such officers was approximately $48,000. In February 1978, Mervyn’s discontinued its
policy of making such automobiles available to such individuals and offered such officers and execu
tives the opportunity either to assume the leases for those vehicles which were leased by Mervyn’s or
to purchase at Mervyn’s book value those vehicles owned by Mervyn’s and used by such officers and
executives.
••••

DUQUESNE LIGHT COMPANY
Remuneration and Other Transactions with Management and Others
• • • •

(3)
The Company provides for business use purposes club memberships as well as Companyowned automobiles for certain of its officers and other employees, the cost to the Company of which
did not exceed $4,000 in 1978 as to each of the officers of the Company. Each of these officers pays his
own non-business charges and expenses in connection with any incidental personal use of the club
membership or automobile. After reasonable inquiry, the Company has been unable to determine the
actual extent to which the club memberships and/or automobiles are used for non-business purposes
rather than business purposes but believes that any such personal use is not significant. Accordingly,
the cost to the Company of providing such club memberships and/or automobiles is not included in the
amounts of remuneration paid to the officers of the Company.
••••

HELENE CURTIS INDUSTRIES INC.
Remuneration of Officers and Directors
9 9 9 9

(1) In addition, certain of the Company’s employees (including but not limited to officers and
directors) utilized Company leased automobiles in the performance of their duties and were reim
bursed for entertainment and travel expenses which were business related. The Company does not
require employees to account for the percentage of personal use of automobiles, if any.
••••

PETTIBONE CORPORATION
Management Remuneration
9 9 9 9

(b)
Represents stock bonuses paid to officers. The amounts do not include the value of the
personal use, if any, of automobiles which may be provided to certain officers. After reasonable
inquiry, the Company has concluded that the amount of such personal benefits cannot be specifically or
precisely ascertained and does not in any event exceed $10,000 as to each person.
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CLUB MEMBERSHIP
DICTAPHONE CORPORATION
Remuneration of Dictaphone Management
Remuneration of Directors and Officers
••••

The table excludes the value of any portion of the cost of automobiles and club dues provided
certain officers for business purposes which might be deemed to be non-business connected. Each
officer who is provided with an automobile has included in his salary in the above table, or reimburses
the company for, a portion of the operating and maintenance costs of the car which may be deemed to
be non-business connected. To the extent any house charges are incurred at such clubs, they are paid
personally by the officer involved and are not reimbursed by Dictaphone. Other than the foregoing,
Dictaphone does not require such officers to maintain records of personal use, if any, of such au
tomobiles and clubs and therefore cannot ascribe a value to such benefits. Dictaphone believes,
however, that any such personal use of automobiles and clubs did not involve an incremental expendi
ture of more than $5,000 for any officer during 1978.
••••

ILLINOIS TOOL WORKS INC.
Remuneration of Officers and Directors
• • • •

(3)
Fees and dues on behalf of some officers for clubs used for business meetings and entertain
ment are paid for by the Company exclusively or primarily to facilitate management’s functions or to
other-wise promote Company business. The value of personal benefits, if any, resulting therefrom does
not exceed $10,000 per individual and has been excluded.
•

•

• •

SALANT CORPORATION
Remuneration of Directors and Officers
••••

(1) In 1978, the Corporation provided automotive transportation for Messrs. Salant, Herman,
Forcheskie and Lipshie, and, in the case of one of such individuals, paid for his club membership,
which transportation and club membership were used for a combination of business and personal
purposes. The aggregate cost to the Corporation of such transportation and club dues did not exceed
$30,000. The remuneration specified in the table above does not include the value of any personal use
of such transportation or club membership.
••••

TANDY CORPORATION
Remuneration and Transactions with Management and Others•
••••

(b) In order to attract and retain qualified employees, facilitate job performance and minimize
work related expenses incurred by its employees, the Corporation provides automobiles and pays club
dues for the business use of certain of its officers and directors. Such employees pay any club expenses
of a personal nature. The approximate total cost to the Corporation for the automobiles and club dues
paid for all directors and officers as a group was $36,600. The Corporation is unable to determine the
extent, if any, of any personal benefit accruing from the use of such cars and clubs. When the
Corporation’s airplanes are not being used for business purposes they are available to a limited
number of key executives for their personal use. Prior to January 1, 1978 such executives reimbursed
the Corporation at the same rate the Corporation charged its divisions and subsidiaries for use of the
planes. After January 1, 1978, following an analysis of the fixed and variable costs of operation of the
planes and pursuant to policy adopted by the Board of Directors, such executives are reimbursing the
Corporation at a rate equal to the estimated variable cost of such trip. Such costs approximate the
commercial rates currently being charged by charter companies for rental of reasonably comparable
aircraft. The personal benefits, if any, of the above are not included in Direct Aggregate Remunera
tion.

34

THE TIMES MIRROR COMPANY
Remuneration and Other Information
••••

The amounts reported in the remuneration table above do not include the cost or value of personal
benefits to the individual resulting from the incidental personal use of automobiles, memberships in
private clubs and other perquisites furnished by the Company (or for which the Company reimburses
its officers) to facilitate the conduct of the Company’s business. Each officer has the use of a
Company-owned automobile and each makes payments to the Company for incidental personal use of
the automobile. The officers also maintain memberships in various private clubs used for business
meetings and entertainment and the Company reimburses them for dues and other expenses incurred
for business purposes. Various other executive perquisites not included in the amounts shown in the
remuneration table are provided for officers and other executives of the Company. All such perqui
sites furnished officers and other executives of the Company are job related, are intended to improve
their performance and involve ordinary and necessary expenses in the conduct of the Company’s
business. The specific value of incidental personal benefits resulting from these various executive
perquisites cannot be determined specifically or precisely without unreasonable effort and expense,
but the Company believes the value of such incidental personal benefits is not material to any indi
vidual and the total for all officers and directors as a group is not material to the Company.
••••

DOMESTIC HELP
H.B. FULLER COMPANY
Remuneration
••••

(d) Approximately $17,500 of Mr. Mol’s remuneration arose from personal benefits not directly
related to job performance. Such benefits included domestic help and personal use of a Company car
and driver which were made available by the Company pursuant to an understanding entered into at
the time of the 1972 acquisition of Lüneburger Wachsbleiche GmbH, now LW Fuller GmbH.
••••

FOREIGN COUNTRY, EXPENSES IN
COOK INDUSTRIES INC.
Remuneration o f Officers and Directors
••••

(2)
Consists of compensation for services rendered abroad and reimbursement for foreign taxes
incurred on fiscal 1979 and prior years’ compensation in connection with services required by the
Company to be rendered and compensated abroad.
••••

CUMMINS ENGINE COMPANY INC.
Remuneration of Directors and Officers•
••••

The Corporation maintains a program for its employees who are on foreign assignment whereby
certain expenses are shared or fully paid by the Corporation. Cash advances may be given to these
employees for the estimated amounts of such expenses, and when determined the exact amounts are
then included as additional compensation to the employees. Such cash advances have been given to R.
S. Campbell and S. A. Johnson, officers of the Corporation. Since January 1, 1978, the largest
aggregate amount advanced, and the amount outstanding as of January 31, 1979 to R. S. Campbell
were $51,131 and $51,131, respectively, and to S. A. Johnson were $33,886 and $27,295, respectively.
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DEERE & COMPANY
Remuneration of Directors and Officers in 1978
••••

(4)
The Company has a policy of providing additional compensation to United States citizens on
assignments with it outside of the United States, to offset any excess of aggregate income taxes
(foreign, United States and state) payable by them on compensation from the Company and sub
sidiaries, over the United States and state income taxes which would have been payable by such
employees if they had been assigned in the United States. Under this policy John H. Graflund became
entitled to compensation of $135,178 for excess income taxes for the years 1971-1977. Under agree
ment of the Company with Mr. Graflund, that amount plus compound interest at the prevailing prime
rate of interest of a named bank was payable to him in the year following the year in which he retired
or returned to a United States assignment, or to his estate in the event of his death. Mr. Graflund
retired and returned to the United States in July 1978, and all amounts due him, totalling $183,139
including accrued interest, were paid in January 1979 (not included in his direct remuneration in the
table). It is expected that Mr. Graflund may also become entitled to additional compensation under
this policy for the year 1978 in an amount which will be determined after the filing of his 1978 income
tax returns.
••••

FRANKLIN MINT CORPORATION
Employee Benefits
••••

(3)
Includes $61,891 paid to Mr. Wickard during 1977 in connection with the Company’s tax
equalization policy for domestic employees located abroad and for his relocation from England to the
U.S. at the Company’s request. Does not include $22,639 paid to Mr. Wickard in 1978 relating to a
currency exchange rate loss on a mortgage loan secured on his foreign residence.
••••

MERCK & CO., INC.
Current Remuneration
••••

(b) Includes, for officers residing abroad, approximately $30,000 for housing arrangements and
$2,800 for personal use of Company-owned automobiles; $4,839 also is included for the personal use of
Company-owned automobiles by five officers residing in the United States.
••••

HOTEL
ALUMINUM COMPANY OF AMERICA
Remuneration and Other Transactions with Management
Remuneration of Executive Officers
•

•

• •

Column C2 includes, among other things, the spread between the option price and the fair market
value on the date of exercise for all stock options and stock appreciation rights exercised in 1978. It
does not include any value for occasional personal use of otherwise vacant seats on a Company plane
which is being used for business travel or of hotel rooms which are leased full time by the Company in
areas where business travel is essential, because the extent of personal use and the value of such use
to the individual cannot be practicably determined. Such use does not involve any significant
additional cost to the Company.
••••

RUSSELL CORPORATION
Remuneration of Officers and Directors9
9 9 9 9

(1) The Company makes a variety of expenditures for purposes directly related to its business,
including expenditures for transportation and hotel accommodations which, at times may result in
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minor incidental personal benefits to employees, directors and officers. Management believes that it is
impracticable to determine the value of such minor incidental benefits, and, accordingly, no amounts
attributable thereto are included in direct remuneration.
••••

LEGAL OR FINANCIAL COUNSELING
ALLEGHENY BEVERAGE CORPORATION
Remuneration and Other Transactions Involving Directors and Officers
Remuneration
••••

(2) This column shows two general types of cash and cash-equivalent forms of remuneration:
(a) Personal benefits, which include the estimated value of benefits paid by the Company in
1978 for financial counseling and estate planning services; medical and dental expense reimburse
ment; the personal use of automobiles and aircraft owned, leased or chartered by the Company; and
the personal use of a Company apartment.
••••

THE CONTINENTAL GROUP
Remuneration
••••

(4)
Includes $22,340 for financial counseling services, $54,828 gain on exercise of options and
$15,440 for miscellaneous personal benefits, for all officers and directors. None of the named officers
received this financial counseling service or exercised options in 1978.
••••

KEARNEY & TRECKER
Remuneration of Directors and Executive Officers
••••

(10) K&T pays club dues for one officer, permits certain limited use of corporate aircraft by
officers and other employees on a space-available basis to the extent that such use will not interfere
with business use and in limited cases makes available the services of professional employees and
advisors to counsel executives on personal financial affairs. The aggregate estimated value of the
personal portion of such benefits is not included in the “Aggregate Direct Remuneration” tabulation
because the cost of providing such benefits is insignificant.
••••

GENERAL MILLS INC.
Remuneration of Directors and Officers•
• • • •

(c)
The “Securities, insurance benefits and personal benefits” column includes: (i) fees paid by the
Corporation for a financial counseling program offered to certain officers; (ii) additional premiums paid
by the Corporation for a special medical plan offered to certain officers, which is broader in coverage
and benefits than the Corporation’s regular medical insurance plan; (iii) the difference between the
option price and the fair market value of the Corporation’s common stock on the date of exercise for
stock options exercised during fiscal 1979; (iv) the contributions by the Corporation under the Volun
tary Investment Plan or the Investment & Savings Plan; (v) the fair market value of shares of common
stock of the Corporation deposited in participants’ accounts pursuant to incentive awards made in
prior years under the Executive Incentive and Estate Building Plan, less amounts expensed in
previous fiscal years for such awards; and (vi) a purchase for Mr. Kinney’s account of mutual fund
shares with a value of $8,000 pursuant to an employment contract entered into when General Mills
acquired the Gorton Corporation.
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HARRIS CORPORATION
Remuneration o f Officers and Directors

•• • • •
(1)
Aggregate remuneration shown in the above table does not include the incremental cost, if
any, of incidental personal use by employees, including officers and members of their families, on a
“seat-available basis” of the Corporation’s aircraft when being used by others on corporate business.
Such incidental use is infrequent and it is believed that costs related thereto, which cannot be rea
sonably ascertained, are not significant. Also, the amounts reported as aggregate remuneration do not
include the cost of tax consultation made available to certain officers during the year at a total cost of
approximately $5,000 of which not more than $1,500 would relate to any one officer, and benefits, if
any, to some officers derived from incidental personal use of club memberships provided for business
purposes. In addition, certain products manufactured by the Corporation are made available to offi
cers and directors for their evaluation as to quality and serviceability. The value of these benefits that
may be attributable to nonbusiness use is not determinable but is considered to be minimal.
• • • •
THE WICKES CORPORATION
Remuneration of Directors and Officers
• • • •
The Company furnishes its Senior Officers with automobiles for business purposes and is reim
bursed by such officers in an amount intended to cover the personal use thereof. The Company is
unable to determine the value of the personal benefit, if any, of such automobiles on an individual basis
and, therefore, no such value has been included in the remuneration reported above. Additionally, the
Company retains an independent consulting firm to provide advice and consultation regarding com
pensation and incentive plans for which the Company paid $33,400 in fiscal 1979. The Company’s
Officers (except for one Officer) also engage the consulting firm to provide individual investment,
financial and tax planning, for which service each Officer pays the consulting firm an annual fee
ranging from $200 to $1,600, depending on the amount of services utilized by the Officer. Although a
portion of the retainer paid by the Company to the consulting firm may result in providing personal
benefits to one or more of the Company’s Officers in excess of the amount of such planning paid for by
such officer, the Company is unable to determine the value, if any, of such personal benefit. Also
included in these amounts is the value attributable in fiscal 1979 to the difference between loans made
by the Company to certain Officers which bear interest at the rate of 4% per annum and the amount of
interest which such Officers would have paid had the loans borne interest at the rate of 9% per annum,
which was approximately the average rate of interest paid by the Company on its short-term indebt
edness at the time the loans were made. For further information regarding these loans and the
contingent value of the 4% interest rate which they bear, see the section of this Proxy Statement
titled, “Interests of Management.”
• • • •

LOANS, LOW-INTEREST
CLOW CORPORATION
Remuneration o f Directors and Officers•
• • • •
On December 29, 1971 the Company loaned $137,500 to Raymond G. Rinehart, president of the
Company, to enable him to exercise a qualified stock option to buy 10,000 shares of the Company’s
common stock. The largest principal balance outstanding from January 1, 1978 to March 4, 1979 was
$111,3%, and the principal balance outstanding on March 4, 1979 was $101,585. Mr. Rinehart has
given the Company a promissory note pursuant to which he is to pay the interest and principal by
repaying to the Company 25% of the cash supplemental compensation paid him from time to time
under the Management Compensation Plan or otherwise. The loan bears interest of 4%.
• • • •
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EASTERN AIR LINES, INC.
Remuneration and Interests of the Corporation's Officers and Directors
••••

Officers and directors of Eastern receive no personal perquisites such as free automobiles, free
apartments (Eastern leases two apartments in New York City, one which is used by an officer who is
frequently required to travel to that city on company business, the lease of which apartment will be
terminated in September 1979, and one which is used by Eastern’s Regional Vice President who is
required to live near his office and who reimburses Eastern for the personal non-business portion of its
use), low or interest-free loans (except for an officer based overseas who receives a housing allowance
in the form of an interest-free $50,000 loan) or other fringe benefits of a personal nature.
••••

INA CORPORATION
Directors’ Remuneration Arrangements

Swing Loan Program
Under the Company’s swing loan program, an employee purchasing a home in a new location may
be granted a loan not to exceed 90 percent of the equity in the employee’s house at the old location.
The interest rate of 6 percent per annum commences two weeks from the settlement date of the old
property or 180 days from the date of the loan, whichever first occurs. Loans are payable after the
home in the old location is sold. Mr. Gray Castle, an Officer of the Company, was granted a loan during
1978 in the amount of $175,000. Since Mr. Castle’s home in the old location has not been sold, that loan
is outstanding. Mr. Stephen J. Drotter, an Officer of the Company in 1978, was granted a swing loan in
1978 in the amount of $55,750. The loan was repaid in full in December, 1978. Another Officer of the
Company in 1978, Mr. Robert L. Robinson, also was granted a loan that year amounting to $70,000,
which was repaid in full in August, 1978. Mr. James W. Walker, Jr., an Officer of the Company, was
also granted a loan in 1978 in the amount of $52,500. Since Mr. Walker’s home in the old location has
not been sold, that loan is outstanding. No other Officer and no Director of the Company was granted
a swing loan during 1978. As of December 31, 1978, there were outstanding 48 swing loans made
pursuant to the program, with an unpaid balance aggregating $1,537,537.
THE TIMES MIRROR COMPANY
Remuneration and Other Information
••••

At the time Dr. Franklin D. Murphy became Chairman of the Board of the Company in 1968, the
Company sold him a residence suitable for accommodating various business activities he would be
required to undertake in the course of his official duties on behalf of the Company. Dr. Murphy gave
the Company a promissory note for the full purchase price of $350,000, which was the total investment
of the Company in the property and represented its then fair market value. The promissory note is
secured by the property, bears interest at 4% per annum, payable quarterly, and matures in 1981 or at
an earlier date should Dr. Murphy cease to be an employee of the Company. All interest payments due
under the promissory note have been paid. The interest rate on the promissory note was less than the
commercial rate (approximately 6¾%) for loans on similar property at that time. The personal benefit
derived from this difference in interest rates is very difficult to determine, but the Company believes
that it is not material and the tangible and intangible benefits to the Company are substantial.
••••

TOSCO CORPORATION
Remuneration and Certain Transactions
••••

In 1978, Mr. John H. Chequer, Executive Vice President of the Corporation, repaid to the
Corporation the final $65,000, plus $5,226 of interest at the prime rate, of the amount previously
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loaned to him by the Corporation in connection with his relocation to California at the time of his
employment. In connection with the employment of Mr. Ottie Vipperman (presently a Vice President
of the Corporation) by the Corporation in 1977 and in order to induce him to move to California, the
Corporation loaned $57,574 to Mr. Vipperman, without interest, of which $37,574 was outstanding at
December 31, 1978.
••••

THE WICKES CORPORATION
Remuneration of Directors and Officers
••••

Also included in these amounts is the value attributable in fiscal 1979 to the difference between
loans made by the Company to certain Officers which bear interest at the rate of 4% per annum and
the amount of interest which such Officers would have paid had the loans borne interest at the rate of
9% per annum, which was approximately the average rate of interest paid by the Company on its
short-term indebtedness at the time the loans were made. For further information regarding these
loans and the contingent value of the 4% interest rate which they bear, see the section of this Proxy
Statement titled, “Interests of Management.”
••••

Interest of Management in Certain Transactions
• • • •

During fiscal 1979, each of the following Officers of the Company was the recipient of a loan from
the Company in the principal amount set next to each such Officer’s name: E.L. McNeely, $378,806.88;
D.J. Primuth, $93,533.47; C.A. Johnson, $91,790.13; T.W. Cline, $93,584.44; R.G. Cotton, $92,463.06;
R.G. Dodge, $93,575.27; R.J. Woods (resigned effective August 25, 1978), $93,574.24; and E.N.
Gordon, $92,758.70. The advances were made by the Company to the named Officers to permit such
Officers to liquidate bank loans which had been incurred in connection with such Officers’ purchase and
retention of shares of the Company’s Common Stock. In connection with such loans from the Com
pany, each of the aforesaid Officers executed and delivered to the Company a promissory note in the
principal amount of the loan with interest thereon at the rate of 4% per annum. The promissory notes
are each for a term of fifteen (15) years, payable in equal monthly installments commencing September
30, 1978, are unsecured, and are due and payable within 60 days following the termination of the
Officer’s employment with the Company for whatever reason, including death or retirement, except in
the event of such Officer’s permanent disability, in which case the notes are payable over one-half the
then remaining term. If the loans remain in effect until their maturity in August 1993 or until the
debtor reaches the normal retirement age of 65 (and were paid off upon such retirement in accordance
with the terms of the loans), whichever occurs first, the present value as of January 27, 1979 of the
difference between the 4% interest rate applicable to these loans and a rate of 9% per annum (the
approximate rate of interest paid by the Company on its short-term debt at the time the loans were
made) would be as follows as to each of the following named Officers: E.L. McNeely $47,419; D.J.
Primuth $24,980; C.A. Johnson $24,515; R.G. Cotton $21,320; T.W. Cline $24,994; and R.G. Dodge
$23,089. These present values were calculated on the basis of an assumed rate of 9% per annum.
Messrs. McNeely, Primuth, Johnson and Cline, in addition to being Officers of the Company, are
members of the Company’s Board of Directors and are nominees for re-election as Directors. Mr. R.J.
Woods, formerly a Senior Vice President of the Company, paid his indebtedness in full within 60 days
of his resignation from the Company.
••••

WM. WRIGLEY JR. COMPANY
Management Remuneration •
••••

(b) The figures shown in this column represent the value of “imputed interest income” which may
be attributable to interest-free housing loans granted to certain officers by the Company. For further
details, see the explanation and table under “Indebtedness of Management” on page 8.
••••

(1)
This figure represents an amount attributed to “imputed interest income” for the year due to
the Company granting Mr. Morgan an interest-free housing loan upon his being transferred to
Chicago from the United Kingdom at the Company’s request. For further details, see the explanation
and table on page 8.
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Indebtedness of Management
In addition to the above Plans, the Company may provide, as authorized by resolution of the
board of directors, fixed-term, interest-free housing loans for key employees. Such loans may be
granted when the employees are relocated at the request of the Company to a new residence which is
convenient to their place of work and necessary for the proper and effective performance of their
duties. It is the Company’s policy to evidence such loans by a note, which is secured by a duly recorded
mortgage, and by life insurance, which is provided at the individual’s own expense, naming the
Company as beneficiary. The notes are payable pursuant to an agreement providing for monthly
instalments of principal only, without interest, usually over a period of five years, and any remaining
principal balance is due at the end of the agreed period. The entire principal balance of any note
becomes immediately due and payable if the employee dies or his employment with the Company is
terminated for any reason. The mortgages securing the notes are subject to the same general terms
and conditions commonly applicable to residential mortgage loans.
••••

POSTAGE
PITNEY BOWES, INC.
Remuneration of Pitney Bowes Management
Remuneration of Directors and Officers
••••

(d)
The value of postage meters made available without charge to officers and directors plus the
cost of renting one company car made available to the Vice President—European Operations in the
United Kingdom.
••••

RELOCATION EXPENSES
BOISE CASCADE CORPORATION
Information Concerning Management
Compensation
••••

During 1977, the Company made interest-free loans in the amounts of $55,000 and $24,000 to two
officers who were relocated by the Company. The loans were made pending the sale of their homes in
their former locations and were repaid in 1977. A moving expense allowance in the amount of $18,120
was paid to Mr. del Valle in addition to the amounts reported above. The Company also paid total
remuneration of $208,528 to two former officers whose employment terminated in 1977.
••••

THE CITIZENS AND SOUTHERN NATIONAL BANK
Remuneration, Benefits and Certain Transactions•
••••

(2)
Aggregate direct remuneration includes base salary and, where applicable such items as
directors fees, the portion of the cost of life insurance coverage which is taxable to the individual, an
amount attributable to the personal use of Bank automobiles, club initiation fees and the personal use
portion of club dues, fees for providing administrative services relating to individual retirement plans
(Keogh Plans), and the portion of moving expense paid or reimbursed by the Bank which is taxable to
the individual. Management makes a number of expenditures for purposes directly related to its
business, including certain expenditures for transportation which, at times, may result in minor
incidental personal benefits to officers (as defined in Note (8) below) and directors that are not covered
by the amounts included in the table. Management believes that the total amount of such minor
incidental personal benefits for all officers and directors during 1978 is less than $10,000 but it is
impracticable to further refine the amounts of such minor incidental personal benefits.

41

THE CONTINENTAL CORPORATION
Remuneration of Directors and Officers
• • • •

1During 1978 the Corporation reimbursed Mr. Don R. Davis, Senior Vice President, for $26,520
in relocation expenses he incurred in connection with the sale of his home in Wilmington, Delaware,
the location of his former employer. Including that reimbursement, Mr. Davis’ total 1978 cash remu
neration was $111,470.
••••

MATTEL, INC.
Direct Remuneration of Officers and Directors
••••

(3)
Includes $26,835 paid to Mr. Meason as reimbursement for relocation expenses incurred at the
time he joined the Company.
••••

WHEELING PITTSBURGH STEEL CORPORATION
Remuneration of Directors and Officers
••••

(f) Includes living expenses; closing costs; reimbursement of mortgage payments, taxes, insur
ance and utility costs, moving and travel expenses aggregating $19,803 paid by the Corporation
during the year 1978 in connection with his change of residence.
••••

RESIDENCE, COMPANY-OWNED
CAPITOL INDUSTRIES—EMI INC.
Remuneration of Directors and Officers
••••

The agreement also provides that the Company will provide and maintain for Mr. Menon a
furnished residence and an automobile and will pay certain travel and medical expenses for Mr. Menon
and his immediate family; the estimated value of these benefits, not included in the table above, was
approximately $50,000 for the fiscal year ended June 30, 1978.
••••

IDLEWILD FOOD INC.
Remuneration
• • • •

(1) In addition, Mr. Jacobson occupies a residence owned by the Packing Company in Liberal,
Kansas which was constructed during fiscal 1973 at a cost of approximately $50,000, and with respect
to which the Packing Company pays tax, utility and other expenses (aggregating $3,286 during the
year ended September 2, 1978). No amount with respect to Mr. Jacobson’s use of this residence is
included above under “Aggregate Direct Remuneration.” Mr. Jacobson owns and maintains a perma
nent personal residence in Auburn, Massachusetts. In addition, certain officers, including Mr. Jacob
son, as well as other Company employees, are provided the use of Company-owned vehicles and club
membership privileges for the purposes of business-related activity.
••••

SECRETARY
BANKAMERICA CORPORATION
Remuneration of Directors and Officers•
• • • •

(2)
Includes the difference between the exercise price and the fair market value on the date of
exercise of all shares of the Corporation’s common stock which were purchased in 1978 upon the
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exercise of options under the Corporation’s Stock Option Plans; the amount of any employer’s contri
butions to the BankAmerishare Plan; the cost of annual physical examinations of senior officers; the
cost of personal financial counseling provided to senior officers and the cost of office space and
secretarial services provided to two directors who are retired senior Bank officers, although some of
the use of the offices and secretarial services was business-related.
••••

COOPER LABORATORIES INC.
Remuneration of Directors and Officers
••••

(4)
In July 1978, the Company entered an employment agreement with Mr. Montgomery under
which the Company agreed to employ Mr. Montgomery until December 31, 1983, at an annual base
salary of at least $150,000. Under the agreement, the Company will provide to Mr. Montgomery
supplemental pension benefits which, together with the benefits under the Company’s Retirement
Income Plan, will provide Mr. Montgomery at age 65 with an annual pension at least equal to 50% of
his highest annual base salary during his employment with the Company. If requested by Mr.
Montgomery, the Company will provide him office space and secretarial assistance during retirement.
••••

DAYCO CORPORATION
Remuneration of Officers and Directors
• • • •

Dayco provides various benefits to its officers not included in the amounts shown above, such as
club memberships and secretarial services. Since Dayco has not required its officers to keep records of
the portion of such costs which might be deemed personal, as any such amounts were not material, it
has no basis for calculating the value of any such personal benefits.
••••

UNION PACIFIC CORPORATION
Remuneration and Related Matters
••••

(g) Includes $50,000 paid to Mr. F. E. Barnett under a consulting agreement with the Company
which expires May 31, 1979. In addition, under the agreement, Mr. Barnett is provided a car with a
chauffeur, a secretary and payment of other expenses.

SECURITY SYSTEMS
DELTA AIR LINES INC.
Remuneration of Officers and Directors and Certain Transactions with Management
••••

As a part of its corporate security program, the Company directly pays the annual cost of
maintenance fees for security systems installed (as well as the one-time installation cost) in the homes
of its principal officers who elect to have such systems installed. The total amount of such fees paid for
the officers and directors listed in the remuneration table on page 6 for fiscal 1978 was approximately
$3,874; for all other officers as a group, $1,393. An installation charge of $3,810 was paid by the
Company for one senior officer not listed on the remuneration table on page 6.
••••

TELEPHONE
FIRST CHICAGO CORPORATION
Remuneration of Officers and Directors•
••••

(3)
Includes club membership dues for which certain officers were reimbursed and the estimated
aggregate cost of providing a non-officer director with office space, telephone, secretarial and trans
portation services under arrangements which terminate in 1980.
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TECUMSEH PRODUCTS COMPANY
Management R e m u neration
• • • •

(5)
No amount is reported in this column with respect to the cost, or value, of various items which
may be of some personal benefit and which may not be directly related to job performance, and some
of which are not provided to broad categories of the Company’s employees, but which are considered
by the Company to promote its interest, provide for security against corporate related risks, facilitate
job performance, or to be ordinary and incidental thereto, and to involve little or no additional cost, or
expense, to the Company. These benefits include transportation on a space available basis on corpo
rate aircraft engaged on business trips, incidental personal use of personnel and telephones and the
use of products for evaluation purposes, but do not include cars, or drivers, or dues, or other fixed
costs, of club membership. The Company cannot determine without unreasonable effort or expense,
the specific cost, or value, of such benefits or the extent to which those benefits are personal, rather
than business related. After reasonable inquiry, the Company has concluded that aggregate amounts
of such personal benefits which cannot be specifically, or precisely, ascertained, do not, in any event,
exceed $10,000.00 as to any person named in the foregoing Table, or in the case of any group,
$10,000.00 for each person in any group described in the foregoing Table, and has concluded that the
information set forth in that Table is not rendered materially misleading by virtue of the omission
therefrom of the value of any personal benefits.

44

APPENDIX A
INTERPRETATIVE RELEASE NO. 34-13872 (33-5856)
Title 17—Commodity and Securities
Exchanges
CHAPTER II—SECURITIES AND
EXCHANGE COMMISSION
[Release Nos. 33-5856, 34-13872, 35-20142,
IC-9900]

PART 231— INTERPRETATIVE RELEASES
RELATING TO THE SECURITIES ACT OF
1933 AND GENERAL RULES AND REGU
LATIONS THEREUNDER
PART 241— INTERPRETATIVE RELEASES
RELATING TO THE SECURITIES EX
CHANGE ACT OF 1934 AND GENERAL
RULES AND REGULATIONS THERE
UNDER
PART 271— INTERPRETATIVE RELEASES
RELATING TO THE INVESTMENT COM
PANY ACT OF 1940 AND GENERAL
RULES AND REGULATIONS THERE
UNDER
Disclosure of Management Remuneration
AGENCY: Securities and Exchange
Commission.
ACTION: Interpretation.
SUMMARY: The Commission today
emphasized its view that existing dis
closure provisions of the securities acts
require registrants to disclose in regis
tration statements, reports and proxy
and information statements all forms of
remuneration received by officers and
directors. Salaries, fees, bonuses and cer
tain other forms of remuneration must
be included within the aggregate re
muneration reported. In addition, per
sonal benefits received by management
from the corporation, including certain
benefits sometimes referred to as “per
quisites,” may be forms of remuneration
which should be included within the re
muneration reported. This action is
taken because the staff of the Com
mission has received inquiries relating
to whether personal benefits are forms of
remuneration and because recent cases
brought by the Commission have re
vealed that some registrants have not
disclosed personal benefits as remunera
tion,
DATE: Effective August 18,1977.
FOR FURTHER INFORMATION CON
TACT:
Linda L. Griggs, Division of Corpora
tion Finance, 202-755-1750, or Glen
Payne, 202-755-0230, Division of In
vestment Management, Securities and
Exchange Commission, 500 North
Capitol Street, Washington, D.C.
20549.
SUPPLEMENTARY INFORMATION:
During the last few months, the staff of
the Commission has received many in
quiries relating to whether or not various
personal benefits received by manage
ment from corporations should be in
cluded within the remuneration disclo
sure which is required in registration
statements, reports and proxy and in
formation statements filed by corpora

tions under the securities laws. Some
B ackground
of these questions were prompted by the
The
Securities
Act of 1933 3 (“Securi
publicity given to recent cases brought ties Act”) (15 U.S.C.
et seq., as
by the Commission which revealed the amended by Pub. L. No.77a
94-29 (June 4,
failure of such registrants to include 1975)), the Securities Exchange
Act of
within the reported remuneration the 1934 4 (“Exchange Act”) (15 U.S.C.
78a
value of various personal benefits re et
seq., as amended by Pub. L. No. 94-29
ceived by members of management.1
(June 4, 1975)) and the Investment
It is the view of the Commission that Company Act of 1940 (“Investment Act”)
the existing reporting provisions2 under (15 U.S.C. 80a-l et seq.)5 provide that
the securities act require registrants to the Commission may require disclosure
include within the remuneration report in registration statements filed pursuant
ed all forms of remuneration which are to their provisions of the remuneration
received by management from the corpo received by directors and officers. The
ration, including personal benefits some Exchange Act and the Investment Act
times referred to as “perquisites.” This
does not mean, however, that all bene further provide that the Commission
fits received by management are per may prescribe the type of information
sonal benefits which must be reported. to be included in annual reports and
Certain incidental benefits which are proxy and information statements filed
ordinary and necessary to the conduct of by companies subject to their provisions.6
company business, such as ordinary busi
The Commission has exercised its leg
ness lunches, and incidental payments islatively granted rulemaking authority
made by the company for items which
are directly related to the performance under these acts to require registrants
of management’s functions at the com to report in various registration state
pany plant or offices, such as parking ments,7 annual reports8 and proxy and
places, may not be reportable forms of
remuneration. All payments made by
3 Schedule A to th e Securities Act (15 U.S.C.
the company for personal benefits re 77aa) lists th e type of in fo rm a tio n w hich
should
be included in re g istra tio n sta te m en ts
ceived by management which are not
directly related to job performance, how unless th e Com m ission shall otherw ise p ro
ever, are forms of remuneration which vide. Item 14 th e re to calls for disclosure of
e "rem u n eratio n , paid o r e stim a te d to be
should be included within the reported th
paid, by th e issuer or its predecessor, d i
remuneration.
rectly or indirectly, du rin g th e p a st year and
The Commission believes that this re ensuing year, to (a) th e directors or persons
lease will provide some guidance to reg perform ing sim ilar fun ctio n s, and (b) its o f
istrants in this area. Some questions may ficers a n d o th e r persons, n am ing th em w hen
ever su c h re m u n e ratio n exceeded $25,000
remain unanswered, however; regis d u rin g su ch year.” Sections 7 an d 19 of th is
trants unable to determine how to han Act (15 U.S.C. 77g, 77q) au th o rize th e Com
dle a particular benefit are reminded m ission to re q u ire by ru les or regulations
disclosure of in fo rm a tio n in a d d itio n to th a t
that the staff is available to assist with specified in Schedule A.
questions relating to all areas of dis
4 S ubparagraphs (h )(1 )(D ) an d (g )(1 ) of
closure, including the disclosure of re Section 12(b) of th e Exchange Act (15 U.S.C.
78l (h) (1) (D ), (g )(1 )) sta te th a t a security
muneration information. In addition, the m
ay be registered u n d e r th e Exchange Act
Commission will continue to review its by filing w ith th e Com mission a reg istratio n
interpretation in light of any specific sta te m e n t w ith respect to th e security con
in in g such in fo rm atio n as th e Com mission
problems or comments brought to the ta
m ay specify relatin g to rem u n e ratio n of d i
attention of the staff by registrants and rectors, officers, underw riters, an d security
holders holding m ore th a n 10 p ercen t of any
interested persons.
1 See, e.g., SEC v. P otter In str u m e n t Corp.,
Civil No. 77-0394 (D.D.C., filed M arch 9,
1977), L itigation Release No. 7816 (M arch 9,
1977); SEC v. Kneapler, e t al., Civil No. 77969 (D.C. Fla., filed M arch 25. 1977), L itiga
tio n Release No. 7854 (April 4, 1977); SEC v.
O rm and Ind u stries, Inc., Civil No. 7910
(May 10, 1977), L itig atio n Release No. 7910
(May 10, 1977)3. E arlier cases involving u n 
disclosed corporate benefits or perquisites
include: SEC v. Emersons, L td. e t al.. Civil
No. 76-0808 (D.D.C., filed May 11, 1976, L iti
gatio n Release No. 7392 (May 11 1976); SEC
v. M edic-H om e E nterprises, Inc. e t al., Civil
No. 75-6627 (S.D.N.Y., filed Dec. 11, 1975),
L itigation Release No. 7207 (Dec. 12, 1975).
I n general, th e cases in s titu te d by th e
Com m ission have suggested m isappropria
tio n of th e com pany’s assets in a d d itio n to
noncom pliance w ith th e disclosure p ro
visions.
- See discussion a t te x t accom panying
footnotes 3-14.

class of issuer’s eq u ity securities. Section 23
of th e Exchange Act authorizes th e Com m is
sio n to “m ake such rules an d regulations as
m ay be necessary or ap p ro p riate to im ple
m e n t th e provisions of th is title * * * ” (15
U.S.C. 78w ).
3 In v e stm e n t Act § 8 (b ), 15 U.S.C. § 80a8 (b ).
6Exchange Act §§ 13(b), 14(a), 14(c), 15
U.S.C. 78 1 (b ), m (a ), m (c ); In v estm en t Act
Sections 2 0 (a ), 3 0 (a ), 1 5 -U.S.C. 80a-20(a),
80a-29(a) (th e In v e stm e n t Act provisions
are applicable to proxy an d n o t inform ation
s ta te m e n ts ).
7 Disclosure is required in re g istration
sta te m e n ts by th e following item s of cer
ta in form s: Item 17 of th e Form S - 1 (17
CFR 239.11); Ite m 5 of th e Form S-4 (17
CFR 239.14); Ite m 1 of th e Form S-5 (17
CFR 239.15); In stru c tio n 1 of
th e Form S-6
(17 CFR 239.16); Item 20 of th e Form S - 11
(17 CFR 239.18); Item 7 of th e Form 10 (17
CFR 249.210); Item 12 of th e Form 20 (17
CFR 249.220); Item s 18 an d 25 of Form N 8B-1 (17 CFR 274.11); Item s 10 a n d 18 of
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information statements9 the amount of
remuneration paid or to be paid by the
registrant and its subsidiaries10 to each
of the registrant’s directors, each of its
three highest paid officers and other
persons specified in the provisions*11
whose aggregate direct remuneration ex
ceeded a certain amount12 and to all
officers and directors (and to certain
specified persons in filings made by in
vestment companies) as a group.13
In general the disclosure items of the
Securities Act, the Exchange Act and
the Investment Act require separate dis
closure of three forms of remuneration:
(1) Direct remuneration; (2) annuity,
pension and retirement benefits; and
(3) direct and indirect remuneration
payments proposed to be made in the
future which have not already been
reported.14

total amount of remuneration paid or to
be paid by the company and its subsidi
aries to officers, directors and other per
sons specified in the disclosure require
ments (hereinafter "management per
sonnel”) for their services,15 whether
such remuneration be in the form of
cash, property or personal benefits. Full
disclosure of remuneration is necessary
to informed voting and investment deci
sions regardless of whether the com
pany's board of directors or its security
holders have approved the remuneration
package received by management16 be
cause of the substantial influence of
management in determining its re
muneration. In addition, a determination
of the value of any new securities being
offered 17 and of any securities already

15
T h is position is c o n sisten t w ith th e
existing case law re la tin g to th e appropriate
disclosure of re m u n e ratio n . See, e.g., SEC
v. Kalvex, Inc., 425 F. Supp. 310 (S.D.N.Y.
The remuneration disclosure provi
1977); Lewis v. Dansker, 357 F. Supp. 636
sions require registrants to disclose the
(S.D.N.Y. 1973). In K alvex, th e C ourt held,
in te r alia, th a t personal expenses for which
R obert Ingis, a d irec to r an d executive officer
Form N-5 (17 CFR 274.5); Item s 36, 37 and
of th e corporation, was reim bursed should
38 of th e Form N -8B-4 (17 CFR 274.14);
have been disclosed in accordance w ith Item
Item s 31, 32. 33 and 34 of th e Form N-8B-2
7 of Schedule 14A. I n Lewis, th e C ourt said
(17 CFR 274.12); a n d Item s 29, 30, 31, and
t h a t "Item s 7(a) th ro u g h 7(e) of Schedule
32 of th e Form N -8B-3 (17 CFR 274.13).
8 Disclosure is req u ired in a n n u a l reports 14A, title 'R em u n eratio n a n d O ther T ran s
by th e following item s of c ertain form s:
actions w ith M anagem ent an d O thers,’ all
require disclosure of re m u n e ratio n or som e
Ite m 16 of th e Form 10-K (17 CFR 240.310);
th in g of value affirm atively passing from th e
Item 10 of th e Form 20-K (17 CFR 240.320);
corporation to th e officers or directors.”
Item s 1.12 a n d 1.13 of th e Form N -1R (17
Lewis v. Dansker a t 642. Cf. U.S. v. Dixon, 536
CFR 274.101) a n d Item s 1.12 an d 1.13 to th e
EDP -attach em en t of th is form (17 CFR
F. 2d 1388, a t 1395 (2d Cir. 1976). In Dixon,
274.101a-1, a -2 ); Item s 10 an d 18 of the
th e C ourt sta te d t h a t “th e failure to include
Form N-5R (17 CFR 274.105); Item s 22, 23.
a sta te m e n t of D ixon’s indebtedness in th e
proxy sta te m e n t a n d a Schedule II of th e
24 a n d 25 of th e Form N-30A-2 (17 CFR
10-K re p o rt were clear violations (of th e
274.102); an d Item s 20, 21, 22 a n d 23 of the
first clause of Section 32(a) of th e Securities
Form N-30A-3 (17 CFR 274.103).
E xchange Act of 1934).” F in d in g th e re q u i
9Disclosure is required in proxy an d in fo r
site w illful in te n t, th e C o u rt affirmed Dixon’s
m atio n sta te m e n ts by Ite m 7 of Schedule 14A
conviction fo r w hich he was sentenced to
(17 CFR 240.14a-101). (R ule 2 0 a -l under
one year’s im p riso n m en t a n d fines of $10,000
th e In v e stm e n t Act (17 CFR 270.20a-1) pro
each on th ree counts. F u rth e r, th e Com m is
vides th a t proxy sta te m e n ts of registered
sion h a s focused previously o n disclosure in
Investm ent com panies should include th e in 
re g istra tio n sta te m e n ts a n d proxy an d in 
form ation req u ired in proxy sta te m e n ts filed
fo rm atio n sta te m e n ts of benefits to m anage
un d er th e Exchange Act.)
m ent. See, e.g., "A tlan tic Research C orpora
10 In Securities Act Release No. 5758 (Nov.
tio n ,” 41 SEC D ecisions a n d R eports 732,
2, 1976) (41 FR 49495 (Nov 9, 1976)), th e
757 (Dec. 6, 1963) (stop order by th e Com
Com m ission p u blished for com m en t pro
m ission suspending th e effectiveness of a
posed am endm ents w hich would require d is
re g istra tio n sta te m e n t because of, in te r alia,
closure of th e re m u n e ratio n paid by th e
th e nondisclosure as loans of paym ents m ade
re g istra n t an d its affiliates to these persons.
by th e re g istra n t for co n stru ctio n costs re 
Final actio n on th e am endm ents proposed
la tin g to im provem ents on th e e state of one
th e re in is expected in th e near fu tu re.
of its cofounders, prin cip al officers a n d
11T he form s prom ulgated un d er th e I n 
sto c k h o ld e rs).
v estm ent Act require disclosure of th e re
16 Tannenbaum v. Zeller, 552 F. 2d 402, 433
m u n era tio n paid to advisory board m em 
(2nd Cir. 1977) (holding t h a t th e proxy
bers a n d /o r c ertain o th er affiliated persons,
sta te m e n t of a m u tu a l fu n d should have
as th a t term is defined in th e In v estm en t
disclosed th e decision reached by its board of
Act.
d irectors to forego reca p tu re of brokerage
12 See th e item s of th e form s listed in fo o t
com m issions in favor of using those com 
notes 7, 8 an d 9 above for th e sta te d
m issions to rew ard broker-dealers who f u r 
am ounts.
nished sales a n d research services to th e fu n d
13Disclosure of re m u n e ratio n paid to all
"in order for th e shareholders to m ake an
officers an d directors as a group is all th a t
inform ed decision o n w h eth er or n o t to a p 
is required in re g istra tio n sta te m e n ts on
prove th e new m an ag em en t c o n tracts or
Form 20 an d a n n u al reports on Form 20-K.
w hether o r n o t to c o n tin u e or renegotiate th e
14T he app ro p riate disclosure re la tin g to
c u rre n t ones” ). Cf. U.S. v. D ixon concurring
options g ra n te d to c ertain officers or d irec
opinion.
tors an d to benefits received by officers, d i
rectors an d various o th er persons as a re su lt
17 See, e.g., S ecurities Act Pream ble, sec
of c erta in tran sac tio n s to which th e regis
tio n s 7, 10, 15 U.S.C. 77a, 77g, 77j. P resident
tr a n t is a p arty is prescribed by separate
F. D. Roosevelt said in a n address to Con
provisions, eg., su b p arag rap h s (d) an d (f)
gress, “T here is, however, a n obligation upon
of Item 7 of Schedule 14A.
u s to in sist t h a t every issue of securities to
be sold in in te rs ta te com m erce shall be ac
com panied by fu ll pub licity an d inform a
tion, an d t h a t no essentially im p o rta n t eleD is c u s s io n
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travel expenses; (5) personal entertain
ment and related expenses; and (6)
legal, accounting and other professional
fees for matters unrelated to the busi
ness of the registrant. Other personal
benefits which may be forms of remu
neration are the following: the ability of
management to obtain benefits from
third parties, such as favorable bank
loans and benefits from suppliers, be
cause the corporation compensates, di
rectly or indirectly, the bank or supplier
for providing the loan or services to
management;21 and the use of the cor
porate staff for personal purposes.
Certain incidental personal benefits
which are directly related to job per
formance may be omitted from aggre
gate reported remuneration provided
they are authorized and properly ac
counted for by the company. Parking
places, meals at company facilities and
office space and furnishings at companymaintained offices are a few examples
of personal benefits directly related to
job performance.
In addition, certain incidental bene
m e n t a tte n d in g th e issue shall be concealed fits received by management which are
from th e buying p u b lic.” P re sid e n t Roose ordinary and necessary to the conduct
v e lt’s M arch 29, 1933 message to Congress,
H R. Rep. No. 85, 73rd Cong., 1st Sess. 1, 2 of company business may not be forms
of remuneration. These job-related bene
(1933).
18
Exchange Act section. 13(a) (1), 15 U.S.C.fits are benefits which are available to
781(a) (1) sta te s t h a t th e “Com m ission m ay management employees generally, which
prescribe as necessary o r ap p ro p riate for the do not relieve the individual of expend
proper p ro tec tio n of investors a n d to ensure itures normally considered to be of a
fair dealing in th e security, (1) such in fo r personal nature and which are extended
m atio n a n d d o cu m en ts as th e Com m ission to management solely for the purposes
shall require to keep reasonably c u rre n t th e of attracting and maintaining qualified
in fo rm atio n a n d d o cu m en ts re q u ire d to be
included in or filed w ith a n ap p licatio n or personnel, facilitating their conduct of
re g istra tio n s ta te m e n t * * *” See also In v e st company business or improving their
m e n t Act sectio n 3 0 ( b ) ( 1), 15 U.S.C. 80a- efficiency in job performance. While
29(b) (1).
itemized expense accounts may be con
The M ajority R ep o rt o f th e Com m ission sidered job-related benefits whose value
on In te rs ta te a n d F oreign Com merce w ritte n would be excluded from the aggregate
to accom pany H.R. 9323 (th e b ill proposing remuneration reported, some may be
th e Securities E xchange Act of 1934) em p h a  forms of remuneration if they are ex
sized th e im portance of disclosure to p rev en t
u n fa ir practices o n th e exchanges. T he Com cessive in amount or conferred too fre
quently. In any case, management is
m ittee sta te d :
"As a com plex society so diffuses an d usually in the best position to determine
d ifferentiates th e financial in tere sts of whether a certain benefit should be
th e ordinary c itize n t h a t he h as to tr u s t viewed as a form of remuneration based
o th ers an d c a n n o t personally w atch th e on the facts and circumstances involved
m anagers of all h is in te rests as one horse in each situation.
tra d e r w atches a n o th e r, i t becom es a con
The value22 of all forms of remunera
d itio n of th e very sta b ility of t h a t society tion should be included within the apt h a t its ru les of law a n d of business
owned,18 an analysis of the use of corpo
rate funds and assets and an assessment
of the value of management to a corpo
ration” necessitate the presentation of
complete remuneration information.
Therefore, the aggregate remuneration
paid to management should include the
amount of salaries, fees, bonuses, and
other payments made to them and the
value of certain personal benefits re
ceived by management from the regis
trant and its subsidiaries.20 Among the
benefits received by management which
the Commission believes should be re
ported as remuneration are payments
made by registrants for the following
purposes: (1) Home repairs and im
provements; (2) housing and other liv
ing expenses (including domestic serv
ice) provided at principal and/or
vacation residences of management per
sonnel; (3) the personal use of company
property such as automobiles, planes,
yachts, apartments, hunting lodges or
company vacation houses; (4) personal

p ra ctic e recognize a n d p ro tec t t h a t o r
d in ary c itize n ’s d e p en d e n t position.”
H R. Rep. No. 1383, 73d Cong., 2d Sess 5
(1934).
T he re p o rt sta te s fu rth e r: “No investor, no
speculator, can safely buy a n d sell securities
u p o n th e exchange w ith o u t having an in te l
ligent basis for form ing his Judgm ent as to
th e value of th e securities he buys or sells.”
Id. a t 11.
19 Some se c u rity holders have instigated
law suits alleging excessive com pensation has
been p a id to m anagem ent. See, e.g.,
“W ietschner v. R apid-A m erican Corpora
tio n ,” Civil No. 4603 (Ch. Del., filed Sept. 30,
1974). Cf. “Levin v. A tkin,” Civil No. 750095-L(B) (W.D. K y., filed April 4, 1975)
(rela tin g to im proper diversion of assets of
A shland Oil, Inc. by c erta in director").
20 R eg istran ts should be aw are t h a t th e
d e te rm in a tio n of rep o rtab le form s of re 
m u n e ra tio n is n o t necessarily b ased upon
w h at h a s been in cluded by a n officer or d i
re cto r in gross incom e com puted fo r tax
purposes

21 See, e.g., “SEC. v. S u n sh in e M ining Com
pany,” Civil No. 74-4492 (S.D.N.Y., filed Oct.
11, 1974), L itigation Release No. 6544 (Oc
to b er 11, 1974) (consent Judgm ent entered
a fte r charge by Com mission t h a t com pen
sa tin g lo an balances m a in tain ed by S unshine
M ining should have been reported in t h e
com pany’s proxy sta te m e n t because th ey
c o n stitu te d d irect o r in d ire c t benefits to th e
officers an d directors who th ere b y were able
to o b ta in personal bank loans).
2*2 A separate description including th e
v a lu a tio n of each form of re m u n e ratio n is
n o t required by th e present disclosure provi
sions. B u t see Securities Act Release No.
5758 (Nov. 2, 1976) in w hich th e Com m is
sion requested com m ents on w h eth er a d d i
tional disclosure should be required as to
th e rem u n eratio n of corporate officers an d
directors an d specifically w hether “disclo
sure should be required of th e num erous
em erging form s of in d irect com pensation or
‘perq u isites’ now given to m an a g em e n t p e r
sonnel.” In response to th is p a rtic u la r re -
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propriate item(s)23 of disclosure. Non
monetary forms of remuneration must
be valued as accurately as possible. The
appropriate valuation may be based upon
appraisals, the value of the benefit to
the recipient, the valuation assigned for
tax purposes,24 or some other appropriate
standard.25
The Commission expects that this re
lease will help registrants assure that the
aggregate remuneration reported in reg
istration statements, reports, and proxy
and information statements contains all
q u e st, a n u m b er of co m m e n ta to rs argued
t h a t v a lu a tio n a n d Identification o f these
in d ire c t form s of com pensation are difficult
or im possible tasks. See also Securities Ex
change A ct Release No. 13482 (April 28, 1977)
(42 PR 23901) in w hich th e C om m ission a n 
nounced a broad re-e x a m in a tio n of th e proxy
ru les a n d req u ested com m ents on various
m a tte rs in clu d in g w h eth er th e proxy rules
sh o u ld provide for “m ore d etailed or com 
prehensive disclosure of m an a g em e n t re m u 
n e ra tio n .”
23I n som e cases, th e reporting provisions
m ay re q u ire re g is tra n ts to re p o rt th e sam e
com pensation m ore th a n once. For exam ple,
a loan extended to a n officer a t a favorable
in te re s t ra te m ay be deem ed to be a form
of d irec t re m u n e ra tio n paid h im a n d w ould
also have to be rep o rted on th e ap p ro p ria te
schedule a n d described because i t was a loan
m ade to su c h officer. D isclosure would be
required, therefore, in a proxy o r a n in fo r
m a tio n s ta te m e n t by su b p a rag ra p h s (a) a n d
(e) of Ite m 7 o f Schedule 14A. Ite m 7(e)
w ould req u ire a descrip tio n of th e loan,
including th e a m o u n t o u tsta n d in g a n d th e
in te re s t charged; Ite m 7 (a) w ould re q u ire
th e in clu sio n w ith in aggregate re m u n e ra 
tio n re p o rte d of th e b enefit received by th e
officer o r directo r as a re su lt of th e favorable
in te re s t ra te . G enerally, however, no objec
tio n w ould be raised if th e value of c erta in
benefits is o m itte d fro m th e rep o rted aggre
gate re m u n e ra tio n p a id o r to be paid pro
vided th e om ission is clearly n o te d by cross
reference o r otherw ise.
24T he v a lu a tio n of n o n m o n etary form s of
re m u n e ra tio n w hich m u st be re p o rte d for
ta x purposes is n o t clearly defined. T he d is
cussion d ra ft o f th e proposed reg u latio n s on
th e tax a tio n o f em ployee fringe benefits was
w ithdraw n by th e D e p artm en t of th e T reas
u ry o n D ecem ber 17, 1976. T he release w hich
a n n o u n ce d th is a ctio n q u o ted Secretary of
th e D e p artm en t of th e T reasury W illiam
Sim on as saying: "T he com m ents [received
o n th e d ra ft] d e m o n stra ted th e problem s
associated w ith estab lish in g ru les of general
applicability w ith respect to fringe benefits.
T he m yriad form s in w hich fringe benefits
are provided a n d th e difficulty o f valuing
th o se benefits, to g eth e r w ith th e u n d e sira 
b ility of m an d a tin g th e keeping of ad d itio n al
d etailed records by em ployers a n d employees
in ce rta in cases, w ith th e a tte n d a n t costs an d
com plexities involved, have caused m e to
conclude t h a t th e discussion d ra ft should be
w ithdraw n.” N evertheless, Secretary Sim on
sta te d t h a t th e “q uestion of w hether fringe
benefits re su lt in tax ab le com pensation to
employees sho u ld c o n tin u e to depend, as it
presen tly does, on th e fa c ts a n d circum 
stances t h a t exist in in d iv id u a l situ a tio n s.”
D e p artm en t of th e T reasury, News Release
(D ecem ber 17, 1976).
25 If, in th e o pinion o f m anagem ent, a
benefit is im possible to value, th e Com m is
sion generally would a ccep t a description of
th e benefit in a n o te to th e re m u n e ratio n
tab le so long as it is sta te d clearly t h a t th e
value o f th e benefit was n o t included in th e
re p o rte d aggregate re m u n eratio n .
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forms of remuneration, including salary,
fees, bonuses and other personal benefits
received by management. The Commis
sion notes with approval that, as a step
toward improving the data upon which
such disclosures are based, some corpo
rations have established procedures by
which independent auditors review man
agement remuneration and report to the
audit committee of the board of direc
tors; in other corporations, the board of
directors may even be responsible for ap
proving or disapproving the aggregate
remuneration of all or certain members
of management. In view of the allinclusive nature of the required dis
closure, the Commission urges all regis
trants to analyze thoroughly the inter
nal controls and procedures by which
management remuneration is identified
and disclosed in order to assure that all
required disclosures are made.
By the Commission.
G eorge A. F it z s im m o n s ,

Secretary.

A u g u st 18, 1977.
[FR Doc.77-24805 F iled 8-25-77;8:45 am ]
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APPENDIX B
INTERPRETATIVE RELEASE NO. 34-14445 (33-5904)
Ti l e 1 7 -Commodity and Se curi ti e s Exch a n g e s
CHAPTER II— SECURITIES A N D EXCHANGE
COM MISSION

[Release Nos. 33-5904.34-14445; 35-20404,
IC-10112; S7-736]
PART 2 3 1 — INTERPRETATIVE RELEASES RELAT
ING TO THE SECURITIES ACT O F 1 9 3 3 A N D
GENERAL RULES A N D REGULATIONS THERE
UNDER
PART 2 4 1 — INTERPRETATIVE RELEASES RELAT
ING T O THE SECURITIES EXCHANGE ACT OP
1 9 3 4 AND GENERAL RULES A N D REGULA
TIONS THEREUNDER
PART 2 7 1 — INTERPRETATIVE RELEASES RELAT
ING TO THE INVESTMENT COM PANY ACT
OP 1 9 4 0 A N D GENERAL RULES A N D REGU
LATIONS THEREUNDER
Disc lo su r e of M a n a g e m e n t R e m u n e r a tio n

AGENCY: Securities and Exchange
Commission.
ACTION: Interpretation and request
fo r comments.
SUMMARY: T his release supplements
th e Commission's interpretive release
on disclosure of management remu
neration, Securities Act Release No.
5856 (August 18, 1977), 42 PR 43058
(August 26. 1977), in order to provide
further guidance to registrants. Some
of the more frequently raised gues
tions regarding the status as remu
neration of benefits received by offi
cers and directors are se t forth togeth
er with th e interpretive responses of
th e Commission’s Division of Corpora
tion Finance. Comments are requested
on both Securities Act Release No.
5856 and th e interpretive responses in
cluded in th is release.
DATE: Comments should be submit
ted on or before April 1 5 ,1978.
ADDRESS: Comments should refer to
Pile S7-736 and should be submitted
in triplicate to George A. Fitzsimmons,
Secretary, Securities and Exchange
Commission, 500 N orth Capitol Street,
W ashington, D.C. 20549. All comments
will be available for public inspection.
FOR FURTHER INFORMATION
CONTACT:
Registrants with specific questions
should contact th e staff members di
rectly responsible for reviewing the
documents they file w ith th e Com
m ission. General questions may be
directed to Linda. L. Griggs, Division
o f Corporation Finance, 202-7551750 or G len Payne. Division o f In
vestm ent Management, 202-7550230. Securities and Exchange Com
mission, 500 North Capitol Street,
W ashington, D.C. 20549.
The Commission hereby issues Secu
rities Act Release No. (33-5904, 3414445, 35-20404, IC-10112; S7-736),
Parts 231, 241 and 271 of T itle 17,
Chapter I I of the Code of Federal
Regulations as given below.

formation is necessary for an informed
assessment of management and is sig
nificant in maintaining public confi
On August 18, 1977, the Commission dence in th e corporate system. Of
issued a release, Securities Act Release course, accurate and sufficiently de
No. 5856 (42 FR 43058), which empha tailed books and records are prerequi
sized its view th at the existing disclo sites to th e appropriate disclosure of
sure provisions require registrants to remuneration inform ation.1
include within the aggregate remu W hereas th e following questions and
neration reported in registration state interpretive responses relate generally
ments, annual reports and proxy and to th e presentation of remuneration
information statem ents a ll forms of inform ation pursuant to specific dis
remuneration received by manage closure provisions, the anti-fraud pro
m ent from the corporation, including visions of th e Securities Act of 1933
personal benefits sometimes referred (15 U .S.C . 77a et seq., as amended by
to as perquisites. Since the publication Pub. L. No. 94-29 (June 4, 1975)) and
of that release, the staff has received the Securities Exchange Act of 1934
many requests for guidance in identi (“Exchange Act") may require regis
fying and valuing some of the personal trants. to present additional informa
benefits received by officers and direc tio n about benefits received by officers
tors and others for whom remunera and: directors.2 For example, th e antif rau d p rovision s may require disclo
tion information is required.
T h is release is published to provide sure off any unauthorized receipt o f
current inform ation on th e interpreta benefits by officers and directors.
tio n s o f th e Commission’s Division o f T h e analysis o f the benefits, received
Corporation Finance (th e “Division”) b y management requires consideration
of th e remuneration reporting require o f th e specific reporting requirements,
m ents in view o f th e volume of these Securities A ct Release No. 5856 and
requests for interpretations of such the approach illustrated by the ques
provisions as th ey relate to specific tions and responses set forth below.
fringe benefits. The questions included The following topics are addressed by
in the release represent some of those these questions;
more frequently brought to the atten
tion of the staff by registrants, their I. Remuneration reporting requirements Questions
1 to 4.
counsel, and other interested persons II. General disclosure questions;
The Division of Investm ent Manage A. Identification
5 to 6.
7.
ment will follow the Division’s inter B. Valuation.
III.
Format
for
disclosure
8
pretations to the extent they relate to IV. Types of benefits received by man to 12.
disclosure by registered investment agement:
A. Use of companyproperty .... 13 to 21.
companies.
14 to 16.
Company cars.
Corporations make a great variety of
17 to 19.
Company planes .
expenditures which relate to manage
20
.
O th e r co rp o rate assets.
V a lu a tio n :_________
m ent, many of which result in benefits
21.
to executives W hether these consti B. Memberships in clubs and profes 22 to 24.
associations.
tu te remuneration usually depends C.sional
Medical insurance and other reim25 to 29.
upon the facts and circumstances in
bursement plans.
volved in each situation. In general,
Questions
Medical and insurance practices-— 25to27.
expenditures which simply assist an
Liabilit y Insurance and indemnifica 28 to 29.
executive in doing his job effectively
tion.
or which reimburse him for expenses D. Payments for living and related exx 30 to 35.
penses.
incurred in the performance of his
L i v i n g e x p e n s e s _________ 30 to 31.
functions are not remuneration while
Repairs and improvements to home 32.
expenditures made for his personal
or property.
Security devices _____ __________
benefit or for purposes unrelated to
Low
interest or interest free loans__ 34 to 35.
the business of the company would
E. Use of th e corporate staff_______ 36 to 37.
constitute remuneration. In some in F.
Benefits from third parties______ 38 to 42.
stances, expenditures may serve both
Bank loans ________________ 38 to 39.
Professional
and other services__ _ 40 to 42.
purposes, and if neither is predomi
G. Company products ____ ________ 43.
nant, allocation to the extent reason H.
Business expense _____ _______ 44 to 47.
ably feasible may be called for. In view
D is c l o s u r e o f M a n a g e m e n t
R e m u n e r a t io n

I . R e m u n e r a t io n R e p o r t in g

o f th e difficu lties in applying these,
R e q u ir e m e n t s
and other general principles, th e Com
m ission believes that th is statem ent of 1. Q uestion. For which persons m ust
th e Division’s responses to specific: registrants report remuneration infor
questions’ should be u sefu l ta regis mation?
trants.
Interpretive Response. T he remu
In determining w hether the value of neration reporting provisions require
specific benefits should be included in registrants to report in various regis
aggregate remuneration, registrants tration statem ents, annual reports,
should keep in mind that fu ll disclo and proxy and information statem ents
sure of the remuneration received by th e amount of remuneration paid or to
officers and directors is important to be paid by th e registrant and its subinformed voting and investm ent deci
sions. In particular, remuneration in
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Interpretive Response. Registrants
sidiaries to th e following persons:
(a)
Each of the registrant’s directorsshould analyze both those benefits
and each of its three highest paid offi conferred directly to officers and di
cers (and other persons specified in rectors and those th a t m ay b enefit
the investm ent company reporting such persons indirectly because they
provisions) whose aggregate direct re are provided to relatives and friends
muneration
exceeded
a
certain w ho do not perform services for th e
amount specified in th e disclosure corporation or to any other persons
form o r rule and
upon the request of or on behalf of
(b) Al l officers an d directors (and the officer or director.
certain persons specified in th e in vest
6. Question. Do all benefits received
m ent company reporting provisions) as by executives result in forms of remu
a group.
neration which should be included in
2. Q uestion. W hat is the term “re aggregate remuneration?
muneration" intended to include?
Interpretive Response. No. The value
Interpretive Response. T he term “re of those benefits received by manage
muneration" is intended to include ment which are directly related to the
both cash and non-cash forms of re performance of their job is not re
muneration received by management, quired to be included in aggregate re
including the value of personal bene muneration.
fits.
B . VALUATION
3. Question. How should th e remu
neration information be presented?
7.
Question.
a registrant identi
Interpretive Response. Generally, fie s a benefit Once
as
a
form
of remunera
the reporting provisions require sepa
rate disclosure o f th e following types tion, bow should it be valued?
Interpretive Response. Registrants
of remuneration received by officers
and directors or benefits which result should value benefits on the basis of
valuation methods which they believe
in remuneration to such persons:
(a)
Aggregate direct remuneration are most reasonable. Alternative valu
paid by th e registrant and its subsid ation m ethods include the following:
iaries during th e registrant's la st fiscal (a) Cost to the company unless the
cost to the company is disproportion
y ear :
(b) Annuity, pension o r retirem ent ate to the alternative cost of th e bene
benefits proposed to be paid by th e fit to the recipient, that is the amount
registrant or any of its subsidiaries the recipient would have had to pay to
obtain the benefit himself; (b) apprais
under any existing plan in the event of
retirement at normal retirem ent date; als. (fo r property given to or used by
(c) Other remuneration payments an executive); (c) th e alternative cost
proposed to be made in the future by of th e benefit to th e recipient, th at is
th e registrant or any of its subsidiaries th e amount th e recipient would have
pursuant to any existing: plan o r ar had to pay to obtain th e benefit him
self; (d) th e valuation assigned by th e
rangement;
(d) O ptions granted to certain offi registrant or executive for tax pur
poses; or (e ) som e oth er standard for
cers and directors; and
which is reasonable in the
(e) B enefits received by certain per valuing
opinion
of
management.
sons as a result of transactions to
which the registrant is a party.4
I I I . F ormat for D isclosure
4. Question. W hat forms of remu
neration is th e term “direct remunera
8. Question. Should th e personal
tion” intended to encompass?
benefits received b y officers and direc
Interpretive Response. The term tors b e described separately in docu
"direct remuneration” is intended to m ents which require disclosure of th e
include all forms of remuneration, in remuneration received by manage
cluding personal benefits, except an ment?
Interpretive Response.
Personal
nuity, pension or retirem ent benefits,
payments proposed to be made in the b enefits are n ot required to be de
future, options and th e interest of scribed when their value is included in
management in certain corporate th e aggregate remuneration reported,
transactions because these form s o f re unless disclosure about th e benefit is
muneration are required to be report otherwise required by another report
ed under separate disclosure provi ing provision. F or exam ple, if an offi
cer or a director receives an interest
sions.
free loan from a corporation, the value
IT . G e n e r a l D is c l o s u r e Q u e s t io n s —
o f th e benefit should be included in
I d e n t if ic a t io n a n d V a l u a t io n
the reported aggregate remuneration
received by th e individual and the
A. IDENTIFICATION
loan itself should be described pursu
5. Question. W hat indirect benefits ant to th e provisions of th e reporting
received by officers and directors requirem ents relating to indebtedness
should be considered by registrants in to th e company o f various persons .2
aggregating the forms o f remunera T h e more general anti-fraud provi
tion?
sion f course, m ay require additions
al inform ation t o b e disclosed about
personal b enefits received or to b e re50

ceived by management.
9. Question. May a registrant de
scribe a benefit in addition to includ
ing its value in th e aggregate remu
neration reported?
Interpretive Response. Yes.
10. Question. May a registrant ex
clude the value of some or all of the
benefits from the reported aggregate
remuneration and state an approxi
mate or maximum value of such bene
fits in a footnote to th e remuneration
table?
Interpretive Response. Y es. provided
this disclosure is not misleading.
11. Question, May a registrant de
scribe the peronal benefits in a foot
note to the remuneration table rather
than including th e values of such
benefits in the tabular presentation of
reported aggregate remuneration?
Interpretive Response. A registrant
may describe a benefit which is a form
of remuneration and exclude its value
from reported remuneration whenever
the dollar value of the benefit is not
reasonably ascertainable or when a de
scription of th e benefit results in dis
closure which is more meaningful to
investors than th e inclusion of an
amount in aggregate remuneration,
provided it in clear th a t th e value of
th e benefit h as n ot been included in
th e aggrega te remuneration reported
in th e table and the disclosure fa n ot
misleading.
12. Question. W hat information
should be included in a footnote which
describe a benefit?
Interpretive Response. T he footnote
should include a description o f the
benefit and, to th e extent possible, in
formation about its value and th e
basis for valuation. In addition, the
footnote should state any other infor
mation as is reasonably necessary to
apprise investors fully o f w hat man
agem ent is receiving.
IV. T yp es o r B en efits R eceived by
M

anag em ent

A. USE OF COMPANY PROPERTY

13. Question. Is th e use by m anage
m ent o f company property such a s
cars, planes, apartments, houses, and
other corporate assets a form of remu
neration?
Interpretive Response. T he u se o f
corporate assets by officers or direc
tors for reasons unrelated to th e con
duct o f company business results in a
form, of remuneration to th e execu
tive. W here th e assets are used in con
nection w ith job related m atters, how
ever, this usage would n o t result in re
munera tio n to th e executive. W here
a n executive uses an asset fear both
personal and business purposes, a
value should be allocated to th e per
sonal u se fo r remuneration reporting
purposes.

COMPANY CARS

14. Question. Is th e use of a compa
ny owned car a form of remuneration?
Interpretive Response. The personal
use of a company car is a form of re
muneration to such executive.
15. Question. How should th e per
sonal u se of a company's automobile
be valued?
Interpretive Response. T he Division
would express n o objection if the
value o f th is benefit were a percentage
o f th e cost to th e company o f leasing
or owning th e car based upon the
amount of tim e an executive used th e
car for personal purposes or th e
number of m iles th e car was used for
personal purposes.
16. Question. Is th e use by manage
ment of a chauffeur-driven limousine
a form o f remuneration?
Interpretive Response. It depends
upon the reason why the lim ousine is
used. The use by an executive of a
chauffeur-driven car in connection
with job related m atters does not
result in a form o f remuneration to
th e executive. If the executive uses
th e chauffeur-driven car tim e for per
sonal reasons, however, th is use of the
car is a form of remuneration.
COM PANY PLANE

Question. Is th e use of a compa
n y plan fo r commuting purposes a
form o f remuneration?
Interpretive Response. Yes.
18. Question. If th e company plane
is flown someplace for a business
reason and an executive who does not
have company business to transact at
such place hitches a ride or tags along
on th e plane, does th e executive re
ceive a form of remuneration?
interpretive Response. Y es.
19. Question. Should this benefit be
valued for remuneration reporting
purposes?
Interpretive Response. Although th e
corporation m ay have incurred little
cost as a result of providing air trans
portation to th e extra person(s), the
value of th is personal benefit should
be included in aggregate remuneration
or otherw ise reported.
17.

OTHER CORPORATE ASSETS

20. Question. Would th e use o f com
pany owned or leased apartments,
houses, villas, lodges, etc. result in a
form of reportable remuneration to
management?
Interpretive Response. W hether or
not th e use by management o f compa
n y owned or leased assets such as
apartm ents, houses, villas. lodges,
yachts and other facilities results in a
form o f remuneration to th e executive
depends upon th e nature o f th e u se o f
th e assets. If th e executive uses th e fa
cili t ie s in connection w ith entertaining
business clients, transacting business
o r engaging in internal business relat

ed activities, he would not be receiving
remuneration as a result o f such
usage. If, however, th e facilities are
used for recreation or other personal
purposes and no business is transact
ed, th e usage by management would
result in a. form of remuneration to
th e executive. W here som e of th e
usage is for business and some for per
sonal purposes, only th e personal
usage would result in a form o f remu
neration.

Interpretive Response. T he payment
of fees of professional organizations is
not a form of remuneration to the of
ficers or directors if membership in
the organization is necessary to such
person's performance of his duties for
th e company.
C. MEDICAL, INSURANCE AND OTHER
REIMBURSEMENT PLANS
MEDICAL AND INSURANCE PRACTICES

25. Question. Is th e payment by a
corporation of expenses incurred in
v a l u a t io n
connection w ith physical examinations
21.
Question. How should th e per
given executives a form of remunera
sonal use of company assets such as tion to them ?
planes, apartments, houses, lodges, Interpretive Response. Payments for
etc. b e valued for remuneration re physical exam inations for executives
porting purposes?
generally do not result in a form of re
Interpretive Response. T he Division muneration to the executives. If the
would express no objection if th e per physical examination is given at a
sonal use o f company assets were resort, however, and in part results in
valued using one o f th e following a paid vacation for the executive and/
or his spouse and if th e cost of the
methods:
(a) Determ ining the recipient’s cost physical examination vacation is dis
if he had obtained th e use o f equiv proportionate to the cost of a physical
alent assets independently of th e cor exam ination at a clinic in a non-resort
area, then a portion of the cost to th e
poration; or
(b) Allocating a portion of th e cost company for th e physical examination
be a form of remuneration.
to th e corporation of owning and would
26. Question. How should th e
m aintaining th e facility during a par amount
ticular year on th e basis o f the tim e mined? o f th is remuneration be deter
th e asset was used fo r personal pur Interpretive Response. T he Division
poses or th e mileage o f su ch usage would express no objection if th e
unless th is am ount is disproportionate am ount of remuneration were:
tor th e amount which th e recipient (a) T hat portion of th e cost to th e
would have paid if he had obtained
company of th e physical exam ination
the use o f equivalent assets him self.
resort stay represented by the non
medical expenses; or
B. MEMBERSHIPS IN CLUBS AND
(b) T he difference between th e cost
PROFESSIONAL ASSOCIATIONS
of a physical examination at a clinic in
22. Question. Is the use o f clubs of a non-resort area and the cost of th e
which the corporation is a member or physical at the resort.
in which an executive's membership is 27.
Question. Are payments made for
paid for by the company a form of re o r benefits to be received by manage
muneration?
ent under life or accident insurance,
Interpretive Response. I f the clubs m
hospitalization, medical expense reim
are used solely for business related bursement
or other similar plans
m atters, th e usage does not result in
o f remuneration?
remuneration to th e executive. If, forms
however, th e club is used for personal Interpretive Response. B enefits paid
activities, th is usage results in a form under arid payments and premiums
made for group life or accident insur
of remuneration.
23. Question. How should th is usage ance, group hospitalization or similar
group paym ents or benefits need not
be valued?
Interpretive Response. The Division b e included in reported remuneration
would raise no objection if th e value of nor are corporations required to de
the personal use of clubs of which th e scribe such plans or arrangements.
corporation is a member or in which These plans or arrangements are con
an executive’s membership is paid for sidered to be group plans if they pro
vide benefits to all or substantially a ll
by th e company were th e sum of
(1) A portion of the annual dues al of th e employees who satisfy certain
located on th e basis of percentage of m i n i m u m eligibility criteria or to such
em ployees as qualify under a classifi
personal use;
(2) All personal expenses incurred cation set up by the employer which
by th e executive but paid fo r by th e does not discriminate in favor of em
ployees who are officers, shareholders
company;
(3) A portion o f th e initiation fe e in or highly compensated. For example,
th e year in which paid based upon th e i f a plan does n o t cover union mem
bers, t h is fact alone w ould n ot be deamount of personal usage.
Question. Is th e payment o f pro
fessional organization fees fo r officers
and directors a form o f remuneration
to them?
51

terminativ e of non-group sta tu s of th e
plan. Premiums and any other
amounts paid b y a corporation for
su c h plans or arrangem ents which are
n o t group plans should be included in
aggregate remuneration and th e plans
or arrangements should be described.
LIABILITY INSURANCE AND
INDEMNIFICATION

2& Q uestion. Are premiums paid by
corporations for liability insurance for
officers and directors forms of remu
neration received by the executives?
I n t e r p r e t i v e Response. Premiums
paid for liability insurance for officers
and directors and benefits paid under
such insurance plans are n ot forms o f
remuneration to th e extent that the
insurance plan is intended to relieve
officers and directors of liability relat
ing to their job performance.
29. Question. Are indem nification
payments forms of remuneration?
Interpretive R esponse. Indemnifica
tion payments are hot forms of remu
neration to the recipient executive if
the company treats the payments as
ordinary and necessary to the conduct
of company business. The anti-fraud
provisions, however, may require sepa
rate disclosure about indem nification
payments, particularly those pay
m ents relating to securities violations
because the Commission believes that
such payments are against public
policy.
D. PAYMENTS FOR L IVING AND RELAXED
EXPENSES
L IVI NG EXPENSES

30. Question. Is the paym ent by a
corporation of housing or other ordi
nary living expenses at principal, tem
porary, vacation, o r other residences
owned or used by an officer or director
a form of remuneration?
Interpretive Response. Yes, provided
th e expenses were not incurred by an
executive in connection with a busi
ness m atter nor for the convenience of
the corporation.
31. Question. Is th e occasional use of
a company maintained apartment,
house or other dwelling a form of re
muneration to him?
Interpretive Response No, provided
the dwelling is used by an officer or di
rector for the purpose of facilitating
his conduct of company business.
REPAIRS AND IMPROVEMENTS TO HOME OF
PROPERTY

32. Question. Are payments for
mainenance, repairs or improvements
to an executive’s home forms of remu
neration to him?
Interpretive Response Yes, general
ly.

an d /o r any o th er appropriate security
m easures forms o f remuneration to of
ficers and directors?
Interpretive Response T he taking of
various security measures for th e pro
tection of executives may n o t result in
any remuneration to such executive if
the individual’s life has been threat
ened because o f his position in the
company or if the company reasonably
believes th at the individual’s safety is
in jeopardy. If the security measures
are provided solely for th e conve
nience or comfort of th e executive,
however, th ey result in remuneration
to the recipent.
LOW INTEREST OR INTEREST FREE LOANS

34. Question. Is th e providing of
loans to executives a form of remu
neration to them?
Interpretive Response Officers or di
rectors receive remuneration as a
result of their receipt of a loan from
the corportation if the terms of the
loan, including the security required
and the interest rate charged, are not
commercially reasonable as compared
with the terms of a loan which the ex
ecutive m ight have obtained from a
lending institution. In addition, if the
lo s s i s com m ercially reasonabl e under
th is analysis b u t its grant is not a rea
sonable u se o f corporate funds because
th e corporation m ust pay a higher
rate o f interest a n its own borrowings,
th e loan would result in remuneration
to th e officer or director. Low interest
or interst free loans provided to execu
tives by th eir em ployer result in remu
neration to them regardless of wheth
er th e loan itself m ust be reported
under th e separate reporting provi
sions relating to th e indebtedness of
officers and directors to a company.
35. Question. How should th e value
of th is remuneration be determined?
Interpretive Response T he Division
would express no objection if th e
value of th e remuneration received by
an executive as a result of th e favor
able loan was based upon:
(a ) The difference between th e
am ount of interest to be paid and the
amount o f interest which the execu
tive would have paid if th e loan had
been granted by an unaffiliated
person; or
(b) The difference between the
amount of interest the executive will
pay and the amount which he would
have paid if the interest rate were
equivalent to the rate o f interest the
corporation pays on its borrwings, if
th e loan is on term s more favorable
than th e corporation could have ob
tained.
E . U SE O F THE CORPORATE STAFF

Interpretive R esponse If th e services
are rendered with respect to a purely
personal m atter, such as th e prepara
tion of a w ill or United States tax
return, th is usage of th e corporate
sta ff would result in a form o f remu
neration to th e officer or director.
Where the m atter relates to company
business, th e individual’s compensa
tion package or the individual's legal
responsibilities as a result of his posi
tion in th e company, th e providing of
th e service may not result in remu
neration to the office or director.
37. Question. How should th e use of
the corporation’s staff be valued for
remuneration reporting purposes?
Interpretive R esponse T he Division
would express no objection if the use
of th e corporate sta ff by an officer or
director fo r personal business were
valued in one o f th e following ways;
(a) T he am ount th e officer or direc
tor would have had to pay if h e had
hired unrelated persons to do th e
work for him; or
(b) The full cost to th e company of
th e em ployees for th e period of tim e
they worked for th e officer or direc
tor.
F . BENEFITS FROM THIRD PA RTIES'
BANK LOANS

38. Question Does th e receipt by an
officer or director of a loan from the
corporation’s bank result in a form of
remuneration to such person?
Interpretive R esponse T he receipt
of & loan from th e corporation's bank
m ay result in remuneration to th e of
ficer o r director depending upon th e
facts and circum stances. W here the
corporation compensates th e bank
either directly or indirectly for ex
tending th e loan to th e executive, th e
officer or director receives remunera
tion to the extent of the benefit de
rived from such compensation.
39.
Question. W hen does a corpora
tion directly or indirectly compensate
a bank for granting a favorable loan to
an officer or director?
Interpretive Response A company
m ay com pensate a bank directly or in
directly for granting a favorable loan
to an officer on director in various dif
ferent ways including but n o t lim ited
to :

(a) M aintaining o r increasing ac
counts or com pensating balances at
th e bank as a result o f th e loan;
(b) Undertaking in writing or orally
to increase its requests for loans from
the bank as a result of th e loan; and
(c)
Paying a higher rate of interest
on its loans as a result o f the loan of
the officer or director.
PROFESSIONAL AND OTHER SERVICES

36. Q u estio n . I f em ployees on th e
Question. If a company’s outside
corporation’s professional sta ff pro 40.
SECURITY DEVICES
auditors, counsel or other professional
vide
financial,
accounting,
legal
or
33.
Question . A re t h e installatia n ofother professional services to an offi consultants perform fin ancial ac
security devices in an executive's hom e cer
or director, does th is result in re counting, legal or other professional
an d /or c a r and th e providing o f body muneration to th e individual?
services for an officer or director
guards; chauffeur--driven limousines,
which are paid for by th e company,
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does this result in remuneration to the
executive from the company?
Interpretive Response. Whether or
not the receipt by an officer or direc
tor of professional services rendered
by a company’s outside consultants re
sults in remuneration to the executive
depends upon the reason the services
are rendered and its cost to the com
pany. If the services are rendered in
connection with a matter which is
purely personal to the executive, the
receipt of the services would result in
remuneration to the officer or director
depending upon whether the company
compensates the professional directly
or indirectly for conferring the service.
41. Question. If an officer or director
does personal business with a custom
er or client of the company, does this
relationship result in any remunera
tion to the officer or director from the
company?
Interpretive Response. A business re
lationship between an officer or direc
tor and a customer or client of his
company does not result in any remu
neration from the company to the of
ficer or director unless the company
compensates the customer directly or
indirectly for performing a service for
the executive.
42. Question. When does a company
compensate a client or an outside pro
fessional for providing personal ser
vices to an officer or director?
Interpretive Response. A company
may compensate its client or an out
side professional directly or indirectly
for providing its executive with a ser
vice in various ways including:
(a) Paying or agreeing to pay a
higher than market rate for its pur
chases or services obtained from the
client or professional as a result of the
executive’s relationship with the
client: and
(b) Increasing or undertaking to in
crease its business dealings with the
client as a result of the executive’s re
lationship with the client.
G. COMPANY PRODUCTS

43. Question. Should the purchase
by an officer or director of the corpo
ration’s products at a discount be
valued for the purposes of reporting
remuneration received by an execu
tive?
Interpretive Response. The purchase
by officers or directors of the corpora
tion’s products at a discount need not
be valued for the purposes of report
ing remuneration received by an ex
ecutive provided:
(a) All or substantially all of the cor
poration’s employees may make pur
chases at the same discount or at a dis
count based upon eligibility criteria
which precludes individual selection;
and

(b) The price of the product as a
result of the discount is not less than
the cost to the corporation of produc
ing it.
H. BUSINESS EXPENSES

44. Question. Do itemized expense
accounts result in remuneration to ex
ecutives?
Interpretive Response. The availabil
ity of an itemized expense account to
an officer or director generally does
not result in a form of remuneration
to the executive provided the account
is used for business related expenses.
45. Question. Does an unitemized ex
pense account result in remuneration
to an executive?
Interpretive Response. The total
amount of an unitemized expense ac
count would be a form of remuneraton
to an executive except to the extent
specific amounts spent by an executive
using such an expense account can be
identified as relating to valid business
related expenses.
46. Question. If an itemized expense
account includes a miscellaneous item,
would this result in remuneration to
an officer or director?
Interpretive Response. If the miscel
laneous item is comparable to an uni
temized expense account, it should be
treated in the same way as an unite
mized expense account.
47. Question. If officers and direc
tors receive first class travel arrange
ments which are related to job perfor
mance, should this result in a form of
remuneration?
Interpretive Response. No.
R equests

for

C om m ents

Interested persons are invited to
comment on both the Commission’s
interpretation expressed in Securities
Act Release No. 5856 and the interpre
tive responses of its Division of Corpo
ration Finance included in this release.
Comments should make reference to
File S7-736. These comments will be
considered by the staff both for Use in
connection with its on-going efforts to
review the quality and usefulness of
information required to be disclosed in
documents filed with the Commission8
and in considering possible amend
ments to the disclosure rules relating
to management remuneration.
By the Commission.
G e o r g e A. F i t z s i m m o n s ,
Secretary.
F e b r u a r y 6, 1978.

1See th e re ce n tly e n ac te d a m e n d m en ts to
sectio n 13(b) of th e S ecu rities E x ch an g e A ct
o f 1934 (“E x ch an g e A ct” ) (15 U.S.C. 78a e t
seq., as am en d ed by P ub. L. No. 94-29 (Ju n e
4, 1975)), title I of P ub. L. No. 95-213 (Dec.
19, 1977) a n d section 31 of th e In v e stm e n t
C om pany Act of 1940 (15 P .S.C. 80a-30) an d
R u le 3 1 a-1 th e re u n d e r (17 C F R 270.31a-1)
w hich s e t fo rth detailed reco rd keeping re 
q u irem en ts fo r reg istered in v estm e n t com 
panies.
2See S ecu rities Act §§ 12(2), an d 17(a); E x 
c h an g e A ct § 10(b) an d R ules 10b-5 a n d 14aSL
3See S e c u rities A ct R elease No. 5856, fo o t
n o tes 7-13. H e re in a fte r th e persons as to
w hich re m u n e ra tio n disclosure is req u ired
will be re fe rre d to as officers, directors,
m an a g em e n t o r executives a lth o u g h re m u 
n e ra tio n in fo rm a tio n is re q u ire d also fo r
c e rta in o th e r p e rso n s by th e investm ent
com pany form s.
4 T h e in d eb ted n ess to th e re g is tra n t of o f
ficers, d irec to rs a n d c e rta in o th e r p erso n s is
re q u ire d to be disclosed by a n o th e r re p o rt
ing provision.
5Item 7(e), S chedule 14A, 17 C FR 240.14a101; Item 9(b), Form 10, 17 C FR 249.210;
Item s 18(b), F o rm 10-K, 17 C F R 249.310.
S ee also Q uestion 34.
6D isclosure o f th e in d eb te d n ess of o ffi
cers, d ire c to rs a n d c e rta in o th e r p erso n s to a
com pany is re q u ire d by a se p a ra te re p o rtin g
provision if th e in d iv id u a l’s ag g reg a te in 
d ebtedness exceeded th e lesser of $10,000 or
1 p e rc e n t of th e issu e r’s to ta l assets. See,
e.g., Ite m 7(e), S chedule 14A, 17 C F R
240.14a-101. If th e lo an re su lts in re m u n e ra 
tio n to th e executive because of its term s,
th e re m u n e ra tio n to th e executive as a
re su lt of th e loan sh o u ld be included in ag
g reg ate re m u n e ra tio n and th e loan should
be described p u rsu a n t to th e o th e r provi
sion.
7D isclosure of b en efits received from th ird
p a rtie s m ay be req u ired p u rs u a n t to th e re 
p o rtin g provision reg ard in g tra n s a c tio n s
w ith m anagem ent. See, e.g., Ite m 7(f),
S c h ed u le 14A, 17 C F R 240.14a-101.
8C o m m en ts re la tin g to th e disclosure of
m an a g em e n t re m u n e ra tio n have previously
bveen re q u este d in S ecu rities A ct R elease
No. 5758 (N ovem ber 2, 1976) (41 F R 49495)
a n d S e c u rities E x ch a n g e A ct R elease Nos.
13482 (A pril 28, 1977) (42 F R 23901) and
13901 (A ugust 29, 1977) (42 F R 44860). All
com m ents received in c onnection w ith th ese
re q u ests a re available fo r public inspection
a t th e C om m ission’s P ublic R eferen ce
Room , 1100 L S tre e t NW „ W ash in g to n , D.C.
20549. T h e com m ents a re available fo r in
sp ectio n in Files S7-658 a n d S7-693 respec
tively.
[F R Doc. 78-3930 F iled 2-10-78; 8:45 a m ]
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APPENDIX C
RELEASE NO. 34-15380 (33-6003)
CHAPTER II— SECURITIES A N D
EXCHANGE C O M M ISSIO N
[Release Nos. 33-6003, 34-15380, 35-20811,
IC-10505]
UNIFORM A N D INTEGRATED REPORT
IN G
REQUIREMENTS: M A N A G E 
MENT REMUNERATION
Amendments to Disclosure Forms

••••
§ 229.20 Information required in document.

Item 4. Management remuneration.
(a) Current remuneration. Furnish the
information required in the table
below, in substantially the tabular
form as specified, concerning all remu
neration of the following persons and
groups for services in all capacities to
the registrant and its subsidiaries
during the registrant’s last fiscal year,
or, in specified instances, certain prior
fiscal years:
(1) Five executive officers or direc
tors. Each of the five most highly com
pensated executive officers or direc
tors of the registrant as to whom the
total remuneration required to be dis
closed in Columns Cl and C2, below,
would exceed $50,000, naming each
such person; and
(2) All officers and directors. All offi
cers and directors of the registrant as
a group, stating the number of persons
in the group without naming them.
(3) Specified Tabular Format:

Remuneration Table
(A)

(B)

(C)

(D)

Cash and cash-equivalent forms
of remuneration
(C1)
Name of individual or
number of persons in group

Capacities in
which served

Instructions to Item 4(a). 1. Columns A
and B, Persons subject to this item. (a) This
item applies to any person who was an ex
ecutive officer, officer, or director of the

Salaries,
fees, direc
tors’ fees,
commissions,
and bonuses

(C2)
Securities
or property,
insurance Aggregate of
benefits or contingent
reimburse forms of
remunera
ment,
tion
personal
benefits

registrant at any time during the fiscal year.
However, information need not be given for
any portion of the period during which such
person was not an executive officer, officer,
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m e n t, o r accrual fo r th e account of any such
tio n need n o t be fu rn ish e d p u rs u a n t to th is
o r d ire c to r of th e re g istra n t, provided a
person or group u n d e r any existing p e n sion
In stru c tio n 2(c) for any costs u n d e r group
sta te m e n t to th a t effect is m ade. Item
life, h e a lth , hospitalizatio n , o r m edical reim  o r re tire m e n t plans, a n n u ity c o n tra cts, d e 
4(aX 1) applies to "executive officers" an d
fe rre d com pensation plans, o r an y o th e r
b u rse m en t p lan s w hich do n o t discrim inate
directors. Item 4(a)(2) applies to “executive
in favor of officers or directo rs o f th e regis sim ilar a rran g em en ts. S uch am o u n ts sho u ld
officers,” o th e r officers, and directors.
be reflected as re m u n e ratio n fo r th e fiscal
(b)
An "executive officer” of a person in t r a n t and w hich are available gen erally to
y e a r u n d e r all su ch plan s or arra n g e m e n ts,
a ll salaried em ployees.
cludes its p resident, secretary , trea su re r,
(d)
P ersonal benefits. T h e value of p ersonincluding plans qualified u n d e r th e In te rn a l
a n y vice p re sid e n t in ch arg e of a principal
R evenue Code, unless, in th e case of a d e 
al b e n efits w hich are n o t directly re la te d to
business u nit, division, or fu n ctio n (such as
fined b en efit o r actu aria l plan, th e a m o u n t
jo b perform ance, o th e r t h a n t h ose provided
sales, a d m in is tra tio n or finance), and a n y
of th e co n trib u tio n , paym ent, o r accrual in
o th e r person who perform s sim ilar policy to broad categories of em ployees and w hich
do n o t d iscrim inate in favor of officers or di resp ect of a specified p erons is n o t and
m aking functions.
c an n o t readily be se p a ra tely or individually
2.
C olum n C. C olum n C sh a ll include re  rectors, fu rn ish e d by th e re g is tra n t o r its
subsidiaries directly or th ro u g h t h ir d p a r c alcu lated by th e re g u la r a ctu arie s for th e
m u n era tio n fo r services ren d ere d d uring th e
plan.
ties to each of th e specified persons an d
fiscal year d istrib u te d to o r fo r th e account
(ii) If a m o u n ts a re excluded from th e
groups, or b en efits fu rn ish e d by th e regis
o f th e specified person or group, o r w hich is
ta b le p u rsu a n t to th e previous provision, in 
t r a n t o r its subsidiaries to o th e r persons
accrued and w ith reasonable c e rta in ty will
w h ich in d irectly b e n efit th e specified p e r clude a fo o tn o te to th e table: (A) S ta tin g
be d istrib u te d or uncond itio n ally vested in
such fact; (B) disclosing th e precen tag e
sons.
th e fu tu re . C olum n C sh a ll also include an y
w hich th e aggregate c o n trib u tio n s to th e
(i) V aluation, S u ch b en efits sh a ll be
a m o u n t actu ally d istrib u te d or in th e la te st
p lan bears to th e to ta l re m u n e ratio n of plan
fiscal y e a r w hich re la te s to services re n  valued on th e basis of th e re g is tra n t’s an d
p a rtic ip a n ts convered by su ch plan; and (C)
subsidiaries' a ggregate a ctu al in crem en tal
dered in a p rio r fiscal year, less any a m o u n t
briefly describing th e re m u n e ratio n covered
costs; how ever, if such aggregate costs are
re la tin g to th e sam e c o n tract, agreem ent,
by th e plan.
significantly less th a n
th e a ggregate
plan, o r a rra n g e m e n t previously included in
(b) In c e n tiv e and c o m pensation pla n s and
a m o u n ts th e re cip ie n t would have h a d to
th e re m u n e ra tio n tab le fo r a p rio r fiscal
arrangem ents. (1) W ith respect to stock op
pay to ob tain th e benefits, a p p ro p ria te dis
year. However, if th is calculation re su lts in
tions, stock a p p reciatio n rig h ts plans, p h a n 
closure, including th e aggregate value to th e
a credit, any su ch cred it sho u ld be reflected
tom stock plan s an d an y o th e r incentive or
recipient, sho u ld be m ade in a fo o tn o te to
in C olum n D and n o t C olum n C2. See I n 
c om pensation p lan o r a rra n g e m e n t p u rsu 
stru c tio n 3(b)(2). C olum n C should be segre th e table.
a n t to w hich th e m easure of b en efits is
(ii) C o n d itio n a l exclusion o f personal
g ated in to tw o subcolum ns; th e first, C 1,
based on objective sta n d a rd s or on th e value
benefits. If th e re g is tra n t c a n n o t d e te rm in e
sh o u ld include th e form s of re m u n e ra tio n
o f secu rities of th e re g is tra n t or a n o th e r
w ith o u t u n reaso n ab le e ffo rt or expense th e
described in In stru c tio n 2(a), below; th e
person, gran ted , aw arded or e n te red into a t
second, C2, sho u ld include th e form s of re  specific a m o u n t of c erta in personal benefits,
a n y tim e in connection w ith services to th e
o r th e e x te n t to w hich ben efits are personal
m u n e ra tio n described in In stru c tio n 2 (b),
re g is tra n t or its subsidiaries, include as re 
(c) a n d (d), below. C olum n C sh a ll include r a th e r th a n business, th e a m o u n t of such
p
erso
n
al
b
en
efits
m
ay
be
o
m
itted
from
th
e
m u n e ra tio n of each of th e specified persons
cash or cash-equivalent am o u n ts d istrib u te d
an d groups a n y a m o u n t expensed by th e
tab
le
provided
th
e
follow
ing
co
ndition
is
o r accrued, including b u t n o t lim ited to th e
m et:
re g is tra n t a n d its subsidiaries fo r financial
following:
re p o rtin g purposes fo r th e fiscal year as re 
A. Inquiry. A fter reasonable inquiry, th e
(a) Salaries. All cash re m u n e ra tio n dis
m u n era tio n fo r any su ch specified person o r
re g is tra n t h a s concluded t h a t th e aggregate
trib u te d or accrued in th e form of salaries,
g roup a ttrib u ta b le to a n in te re s t in any
fees, d irec to rs’ fees, com m issions an d bo a m o u n ts o f such personal b en efits w hich
c an n o t be specifically o r precisely ascer su c h p la n o r a rra n g e m e n t.
nuses.
ta in e d do n o t in any event exceed $10,000 as
(2) If th e re g is tra n t has expensed
(b) S ecu rities or property. T h e sp re ad
to each p erson or, in th e case o f a group,
a m o u n ts fo r financial re p o rtin g purposes
betw eeen th e acquisition price, if any, an d
an d re p o rte d su ch am o u n ts in th e re m u 
$10,000 fo r e ach person in th e group and
th e fa ir m a rk e t price of all securities o r
n e ra tio n tab le an d in a su b seq u en t year, in
h a s concluded t h a t th e in fo rm a tio n se t
p ro p e rty a cquired u n d e r an y c o n tra ct,
fo rth in th e tab le is n o t ren d ered m ate ria lly
con n ectio n w ith th e sam e plan o r a rra n g e 
agreem ent, p lan or a rra n g e m e n t, including
m e n t, cred its its re m u n e ratio n expense fo r
m isleading by v irtu e of th e om ission o f th e
secu rities issued on exercise of options, for
financial re p o rtin g purposes, fo r any p ro p e r
value of such p e rso n al benefits.
th e b e n efit of any of th e specified persons
reaso n , including a decline in th e m a rk e t
(iii) F ootnote disclosure. I f as to a p erson
o r groups, less any a m o u n t previously re 
price of th e securities, su ch c red it m ay be
nam ed in th e tab le a n a m o u n t re p re se n tin g
p o rted in th e re m u n e ra tio n tab le fo r a p rio r
personal b e n efits included in C olum n C2 ex re fle cte d as a red u ctio n of th e re m u n e ratio n
fiscal y e ar w ith resp ect to th e sam e con
re p o rte d in C olum n D. If am ounts credited
ceeds 10 p e rc e n t of th e a ggregate a m o u n t
tra c t, ag reem en t, p lan or a rra n g e m e n t. T h e
p u rs u a n t to th is in stru ctio n are so reflected
disclosed in C olum ns C l a n d C2 o r $25,000,
fa ir m a rk e t price of any su ch securities o r
in th e tab le, include a fo o tn o te sta tin g th e
w hichever is less, include a fo o tn o te to th e
p ro p e rty sh a ll be determ in ed as of th e d a te
a
m o u n t of such cred it an d briefly describing
tab
le
s
ta
tin
g
th
e
d
o
lla
r
a
m
o
u
n
t
o
r
p
e
rc
e
n
t
du rin g th e fiscal y ear th a t e ith e r of th e fol
low ing events occurs; o r if th e p lan o r a r  age of C olum n C2 re p re se n ted by su ch p e r su c h tre a tm e n t.
(3) T h e te rm “optio n s” as used in th is
sonal b en efits and briefly describing th e
ra n g em en t c o n tem p lates t h a t b o th such
item includes all options, w arran ts, o r
kinds of such benefits.
events m ay occur, th e fa ir m a rk e t price
3.
C olum n D. C olum n D sh a ll include re rig h ts, o th e r th a n th o se issued to security
sh a ll be determ in ed as of th e d a te d u rin g
m u n e ra tio n of th e specified persons and
holders as su c h on a pro ra ta basis.
th e fiscal y e ar th a t th e la te r event occurs;
groups in w hole o r in p a rt fo r services re n 
(c) S to c k purchase plans; p ro fit sharing
(1) T h e recip ien t exercises an y option,
dered d u rin g th e fiscal year, including b u t
a n d th rift plans. Include th e a m o u n t of any
rig h t o r sim ilar election in connection w ith
c o n trib u tio n , p ay m en t o r accrual fo r th e ac
n o t lim ited to th e form s of re m u n e ratio n
t h e c o n tra c t, agreem ent, p lan o r a rra n g e 
described in p a ra g ra p h s (a) th ro u g h (c)
c o u n t o f each of th e specified persons and
m ent; or
below, if th e d istrib u tio n of such re m u n e ra 
groups u n d e r an y stock purchase, p ro fit
(2) T h e recip ien t becom es e n title d w ith o u t
tio n o r th e un co n d itio n al vesting o r m ea sh arin g , th r if t, o r sim ilar p lan s w hich has
been expensed du rin g th e fiscal y ear by th e
f u rth e r contingencies to re ta in th e secu ri su re m e n t o f b e n efits th e re u n d e r is su b je ct
ties o r p ro p erty .
to fu tu re events.
re g is tra n t an d its subsidiaries for financial
re p o rtin g purposes. A m ounts re fle ctin g con
(c) L ife or health insurance; m edical reim 
N ote .—R e g is tra n ts need only re p o rt re 
trib u tio n s u n d e r plans qualified u n d e r th e
bursem ent plans. T h e cost of prem ium s paid
m u n e ra tio n in accordance w ith C olum n D
by th e re g is tra n t or any of its subsidiaries
In te rn a l R evenue Code m ay n o t be ex
as it re la te s to th e la te s t fiscal year. T h ey
cluded.
o n life in su ran ce policies insuring an y su ch
need not, fo r exam ple, re p o rt a m o u n ts ac
p erson o r group, unless th e sole beneficiary
4.
T ransactions w ith th ird parties. Item
c ru ed in previous periods.
u n d e r th e policy is th e re g is tra n t o r its su b 
4(a), am ong o th e r things, includes tra n s a c 
sidiaries. Also, th e cost of any prem ium for
(a)
P ension or retirem ent plans; a n n u itie s; tio n s betw een th e re g is tra n t an d a th ird
h e a lth in su ran ce an d th e cost of an y m edi
e m p lo ym e n t contracts; deferred com pensa p a rty w hen th e p rim a ry purpose of th e
cal reim b u rse m e n t plan s (w hich m ay be th e
tio n p la n s. (i) As to each of th e specified
tra n sa c tio n is to fu rn ish re m u n e ra tio n to
b e n efits paid u n d e r any such plans) fo r th e
persons and groups, th e a m o u n t expensed
th e persons specified in Ite m 4 (a). O th e r
b e n efit of th e specified persons a n d groups
fo r financial re p o rtin g purposes by th e re g  tra n sa c tio n s betw een th e re q is tra n t is to
sh a ll be allocated to su c h persons a n d
is tra n t a n d its subsidiaries fo r th e year
fu rn ish re m u n e ra tio n to th e persons speci
groups a n d re fle cte d in C olum n C. In fo rm a  w hich re p re se n ts th e c o n trib u tio n , payfied in Ite m 4(a). O th e r tra n sa c tio n s be
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tween the registrant and third parties in
which persons specified in Item 4(a) have an
interest, or may realize a benefit, generally
are addressed by other disclosure require
ments concerning the interest of manage
ment and others in certain transactions.
Item 4(a) does not require disclosure of re
muneration paid to a partnership in which
any officer or director was a partner; any
such transactions should be disclosed pursu
ant to these other disclosure requirements,
and not as a note to the remuneration table
presented pursuant to Item 4(a).
5. Other permitted disclosure. The regis
trant may provide additional disclosure
through a footnote to the table, through ad
ditional columns, or otherwise, describing
the components of aggregate remuneration
in such greater detail as is appropriate.
6. Definition of “plan". The term “plan”
as used in this item includes all plans, con
tracts, authorizations, or arrangements,
whether n r not set forth in any formal doc
uments. Item 4. [End of Instructions to
Item 4(a)]

(b) proposed remuneration. Briefly
describe all remuneration payments
proposed to be made in the future,
pursuant to any existing plan or ar
rangement to the persons and groups
specified in Item 4(a). As to defined
benefit or actuarial plans with respect
to which amounts are not included in
the table pursuant to Instruction 3(a)
to Item 4(a), include a separate table
showing the estimated annual benefits
payable upon retirement to persons in
specified remuneration and years-ofservice classifications. Information
need not be furnished with respect to
any group life, health, hospitalization,
or medical reimbursement plans which
do not discriminate in favor of officers
or directors of the registrant and
which are available generally to all
salaried employees.
(c) Remuneration o f directors. (1)
Standard arrangements. Describe any
standard
arrangement,
stating
amounts, by which directors of the
registrant are compensated for all
services as a director, including any
additional amounts payable for com
mittee participation or special assign
ments.
(2) Other arrangements. If a director
of the registrant received remunera
tion for services as a director during
the fiscal year in addition to or in lieu
of that specified by any standard ar
rangement, state the name of such di
rectors and the amount of such remu
neration earned by each; if this infor
mation is given as to a person named
in the table required by Item 4(a), a
cross-reference may be used.

1503; secs. 8, 9, 10, 18, 89 Stat. 117, 118, 119,
155; sec. 308(b), 90 Stat. 57; secs, 202, 203,
204, 91 Stat. 1494, 1498, 1499, 1500; 15 U.S.C.
77f, 77g, 77h, 77J, 77s(a), 78l, 78m, 78n,
78o(d), 78w(a).)
Authority . The amendments are adopted
pursuant to the authority in Sections 6, 7, 8,
10 and 19(a) (15 U.S.C. 77f, 77g, 77h, and
77s) of the Securities Act of 1933; Sections
12, 13, 14, 15(d) and 23(a) (15 U.S.C. 78l.
78m, 78o(d) and 78w) of the Securities Ex
change Act of 1934.

The Commission finds that any
changes in the amended provisions
from those published in Release N o.
33-5950 have already been generally
subject to comment and are either
technical in nature or less burdensome
than previous proposals so that fur
ther notice and rulemaking procedures
pursuant to the Administrative Proce
dure Act (5 U.S.C. 553) are not neces
sary.
By the Commission.
G eorge A. F itzsim m on s ,

Secretary.
D ecember 4 , 1978.
[FR Doc. 78-34669 Filed 12-12-78; 8:45 am]

(Secs. 6, 7, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85;
secs. 205, 209, 48 Stat. 906, 908; sec. 301, 54
Stat. 857; sec. 8, 68 Stat. 685; sec. 1, 79 stat.
1051; sec. 308(a)(2), 90 Stat. 57; secs. 12. 13.
14, 15(d), 23(a), 48 Stat. 892, 894, 895, 901;
secs. 1, 3. 8, 49 Stat. 1375, 1377, 1379; sec.
203(a) 49 Stat. 704; sec. 202, 68 Stat. 686;
secs. 3, 4, 5, 6, 78 Stat. 565-568, 569, 570-574;
secs. 1, 2, 3, 82 Stat. 454, 455; secs. 28(c), 1, 2,
3-5, 84 Stat. 1435, 1497; sec. 105(b), 88 Stat.
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APPENDIX D
RELEASE NO. 34-14904 (33-5940)
[R elease Nos. 33-5940, 34-14904, 35-20605,
IC-10296, A S-250]

PART 240— GENERAL RULES A N D
REGULATIONS,
SECURITIES
EX
CHANGE ACT OF 1934
Disclosure of Relationships With
Independent Public Accountants

§240.14a-101 Schedule 14A. Information
required in proxy statem ent
*

*

*

*

*

Ite m 8. R e la tio n s h ip w ith in d ep e n d en t
pu b lic a c co u n ta n ts. * * *
(g) F o r th e fiscal y e ar m o st re ce n tly com 
p lete d , describe each pro fessio n al service
provided by th e p rin cip al a c c o u n ta n t and
s ta te th e p e rce n ta g e re la tio n s h ip w hich th e
ag g reg a te o f th e fees fo r all n o n a u d it se r
vices b e a r to th e a u d it fees, and, ex cep t as
p rovided below, s ta te th e p e rce n ta g e re la 
tio n s h ip w hich th e fe e fo r e ac h n o n a u d it
service b e ars to th e a u d it fees. In d ica te
w h e th e r, before each p rofessional service
provided by th e p rin cip al a c c o u n ta n t was
re n d ere d , it was approved by. an d th e possi
ble e ffe c t on th e independence of th e ac
c o u n ta n t was considered by, (1) a n y a u d it or
sim ila r c o m m ittee of th e B o ard of D irecto rs
and, (2) fo r a n y service n o t approved by an
a u d it o r sim ila r co m m ittee, th e B o ard of D i
recto rs.

Instructions: 1. For purposes of this sub
section, all fees for services provided in con
nection with the audit function (e.g., re
views of quarterly reports, filings with the
Commission, and annual reports) may be
computed as p art of the audit fees. Indicate
which services are reflected in the audit fees
computation.
2. If the fee fo r any nonaudit service is
less than 3 percent of the audit fees, the
percentage relationship need not be dis
closed.
3. Each service should be specifically de
scribed. Broad general categories such as
“tax m atters’’ or “management advisory ser
vices” are not sufficiently specific.

4. Describe th e circumstances and give de
tails of any services provided by th e regis
tran t's independent accountant during the
latest fiscal year th a t were furnished a t
rates or terms th a t were not customary.
5. Describe any existing direct or indirect
understanding or agreement th a t places a
limit on current or future years’ audit fees,
including fee arrangements th a t provide
fixed limits on fees th a t are not subject to
reconsideration if unexpected issues involv
ing accounting or auditing are encountered.
Disclosure of fee estimates is not required.
•

•

•

These amendments are adopted pur
suant to the Securities Exchange Act
of 1934, particularly sections 1 2 ,1 3 ,14,
15(d), and 23(a) (15 U.S.C. 78l, 78m,
78n, 78o(d), 78w) thereof. The Com
mission considers th at any burden on
competition imposed by these amend
ments is necessary and appropriate in
furtherance of the purposes of the
Federal securities laws.
By the Commission.
G eo r g e
J

une

A. F it z s im m o n s ,
Secretary.

29, 1978.

[FR Doc. 78-18611 Filed 7-5-78; 8:45 am]
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APPENDIX E
STAFF ACCOUNTING BULLETIN 25
PART
211— INTERPRETATIVE
RE
LEASES RELATING TO ACCOUNT
IN G MATTERS
Subpart B— Staff Accounting Bulletins
S taff A ccounting B ulletin N o . 25

AGENCY: Securities and Exchange
Commission.
ACTION: Publication of Staff Ac
counting Bulletin.
SUMMARY: These interpretations of
the staff of the Commission provide
guidance to issuers in disclosing rela
tionships with independent public ac
countants in proxy statements. Topic
6-L provides the staff’s views on var
ious questions that have arisen since
the adoption of rules in Accounting
Series Release No. 250 that require
the disclosure of certain relationships
with independent public accountants.
DATE: November 2, 1978.
FOR FURTHER INFORMATION
CONTACT:
Gary A. Zell (202-755-0222), Office
of the Chief Accountant, Securities
and Exchange Commission, Wash
ington, D.C. 20549.
SUPPLEMENTARY INFORMATION:
The statements in Staff Accounting
Bulletins are not rules or interpreta
tions of the Commission nor are they
published as bearing the Commission’s
official approval; they represent inter
pretations and practices followed by
the Division of Corporation Finance
and the Office of the Chief Account
ant in administering the disclosure re
quirements of the Federal securities
laws.
Dated: November 2 , 1978.
G eo r g e A. F it z s im m o n s ,
Secretary.
S taff A ccounting B ulletin N o . 25

The following interpretation pro
vides the staff's views on various ques
tions concerning the requirements of
17 CFR 240.14a-101 adopted in Ac
counting Series Release No. 250 [43
FR 29110].
TOPIC 6: INTERPRETATIONS OF
ACCOUNTING SERIES RELEASES

L. ASR No. 250—Disclosure of Rela
tionships With Independent Public
Accountants
Facts: Instruction No. 1 to Item 8(g)
of the proxy rules [17 CFR 240.14a101] states in part that "all fees for
services provided in connection with
the audit function (e.g., reviews of
quarterly reports, filings with the
Commission, and annual reports) may
be computed as part of the audit fees.”
Question: What other services does
the staff believe meet the criterion of
being "services provided in connection
with the audit function”?

Interpretive Response: The following
are additional examples of services
provided by the principal accountant
that the staff believes may meet the
criterion:
• Meetings with the audit commit
tee or the board of directors on mat
ters related to the audit.
• Reviews of the system of internal
accounting control for the purpose of
determining the adequacy of the
system when done in conjunction with
the examination of financial state
ments.
• Review of tax provisions to deter
mine appropriateness.
• Consultations during the year on
matters related to accounting and fi
nancial reporting.
• Review of financial and related in
formation that is to be included in fil
ings with the Commission and other
regulatory agencies.
• Preparation of a letter to manage
ment on matters coming to the ac
countants’ attention during an exami
nation of financial statements.
• Limited reviews of financial infor
mation to be included in interim re
ports to shareholders and other inves
tors or otherwise made public.
• Issuance of "comfort” letters to
underwriters.
• Reviews of sensitive payments or
compliance with corporate codes of
conduct when done in conjunction
with the examination of financial
statements.
• Audits of entities that have been
acquired by the issuer.
• Reviews of compliance with re
strictive clauses in loan indentures or
other agreements.
• Services performed in connection
with the issuance of special reports
under Statement of Auditing Stand
ards No. 14.
The staff believes the following are
among the services which do n o t meet
the criterion:
• Reviews or examination of finan
cial records, business practices, et
cetera, of companies which the issuer
is considering acquiring.
• Internal control services provided
for the purpose of designing or rede
signing systems and procedures.
• Preparation of tax returns or the
rendering of tax advice.
• Assistance with tax authority ex
aminations.
• Reviews of or assistance in the
preparation of feasibility studies or
limited purpose forecasts and projec
tions.
Question: Should services, including
audits, to employee benefit plans
where the issuer engages the account
ant be included in the disclosures of
nonaudit services?
Interpretive Response: Yes.
Question: If tax services for execu
tives are mandated by the audit com
mittee as part of its monitoring of
compliance with corporate conduct,
should such services be disclosed as
nonaudit?

Interpretive Response: Yes.
Facts: Item 8(g) states, in part, "For
the fiscal year most recently complet
ed, describe each professional service
provided by the principal accountant
and state the percentage relationship
which the aggregate of the fees for all
nonaudit services bear to the audit
fees * * *”
Question: What amount should be
used as the denominator for this com
putation?
Interpretive Response: The amount
recorded as the cost for audit, includ
ing those services provided in connec
tion with the audit function, during
the most recently completed fiscal
year.
Question: Does each nonaudit serv
ice have to be described if the percent
age relationship of the individual fee
is less than 3 percent of audit fees?
Interpretive Response: Yes. Only the
individual fee relationship percentage
is exempt from disclosure. However,
judgment must be used to determine
when it is appropriate to combine, for
purposes of description, specific in
stances of rendering a service.
Question: Should the services and
related fees of accountants who are an
associated or correspondent firm of
the principal accountant be included
in the disclosures?
Interpretive Response: Yes. Such ac
countants are considered extensions of
the principal accountant.
Question: Should services provided
to subsidiaries of the issuer be includ
ed in the disclosures?
Interpretive Response: Yes. Services
provided with respect to any subsidiar
ies, whether or not consolidated,
should be included. Services with re
spect to 50 percent and less owned en
tities should be excluded, unless such
entities are consolidated or unless sub
stantially all of the fees were paid by
the issuer.
Question: Should “out-of-pocket”
expenses incurred by the accountant
and reimbursed by the issuer be in
cluded in this computation?
Interpretive Response: Yes. Such ex
penses should be included with the
services to which they apply.
Question: How should non-audit
services not completed by year-end be
disclosed?
Interpretive Response: Because the
staff believes there would be a high
correlation between the fiscal period
in which a service is provided and the
fiscal period in which its cost is record
ed and because, in those instances
where there is a difference in these
fiscal periods the effect on the disclo
sure is only between years, the staff
will not object to issuers disclosing the
services and computing the percent
ages using the amounts recorded as a
cost by the issuer during the most re
cently completed fiscal year if the
method is consistently followed year
to year.
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Question: If the issuer engages th e
principal accountant to provide tax
services for the issuer's executives, do
such services have to be disclosed?
Interpretive Response: Yes.
Question: Should services that are
disclosed elsewhere in the proxy state
ment, such as tax services provided to
executives that are disclosed as man
agement remuneration, also be dis
closed as non-audit services pursuant
to Item 8(g)?
Interpretive Response: Yes.
Facts: Item 8(g) states, in part, "In
dicate whether, before each profes
sional service provided by the princi
pal accountant was rendered, it was
approved by, and the possible effect
on the independence of the account
ant was considered by, (1) any audit or
similar committee of the Board of Di
rectors and, (2) for any service not ap
proved by an audit or similar commit
tee, the Board of Directors.”
Question: Is generic approval of non
audit services satisfactory for disclo
sures under this requirement?
Interpretive Response: Generic ap
proval by the audit committee or
board of directors of a defined group
of nonaudit services may result in an
affirmative response to this disclosure
requirement where such approval is
made at least annually and includes a
limitation regarding the magnitude of
the services and the audit committee
or board of directors subsequently
compares with earlier approvals the
nature and magnitude of the services
actually performed.
Question: Is disclosure of whether
the audit committee or board of direc
tors has approved a service required if
that service was rendered prior to
adoption of the rule?
Interpretive Response: Yes. However,
the issuer may wish to indicate which
services were rendered prior to the
adoption of the rule and, if appropri
ate, indicate that the service was ap
proved and the possible effect on inde
pendence was considered by the audit
committee or board of directors after
it was provided.
Facts: Instruction No. 4 to Item 8(g)
states, "Describe the circumstances
and give details of any services pro
vided by the registrant’s independent
accountant during the latest fiscal
year that were furnished at rates or
terms that were not customary.” In
Accounting Series Release No. 250, the
Commission states, in part, “Fee ar
rangements where the accountant has
agreed to a fee significantly less than
a fee that would cover expected direct
costs in order to obtain the client or in
response to criticism of prior services
are examples of situations which
would require disclosure.”
62

Question: What costs does the staff
believe should be included in direct
costs?
Interpretive Response: The staff be
lieves that at a minimum the compen
sation and fringe benefits of the per
sonnel assigned to the engagement
and out-of-pocket expenses should be
included in direct costs.
Question: Must the provision of a
service without charge or at a nominal
charge to an audit client be described
if the accountant’s usual fee for such
service is de minimus?
Interpretive Response: No descrip
tion of the circumstances is necessary
if the service is concomitant to the
audit and if the accountant’s normal
fee for such a service is de minimus.
[PR Doc. 78-31725 Filed 11-8-78; 8:45 am]
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